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. stigute_(ETI),fMPﬁ Associates'analeed"the-fiscalAimplica-~

 special purpose funds (i.e., special education, Title I,

" elementary schools, $1,214 to $2,701 for junior high
© 1980-81.

EXECUTIVE SUMMARY = .. - @

" Under' subcontract to the Evaluation andfTrainlnjVIn;

 “tions of.reorganizinguihe.Lbs'Angeleq Upif;ea’Schddl Dis-

\

; ) - SO S AT o ‘
 trict (LAUSD), part of a larger study ETI conducted for  the

J Office of the Legislative Analfsé;*ouf~workrbohéentfﬁted;oh

comparingfrevenuésiapd expenditures for LAUSD relative to' -
the balance of state and on analyzing differences in ex-

penditures per studept among ‘schools withinfthe\diStr£Ct;'u

. our major findihgé:dere the following:

'1.,Rélat£ve to the balance ofgthé:qtéte; oh'the aver-

' age LAUSD operates about as efficiently as other school

districts in the state; there is little evidence that LAUSD
has been- able. to use its concentrated political power to
secure a disproportionate share of state revenues -for edu-~

'~ cation, and when costs per ADA are compared districtwide,

they are about equal to- average costs per ADA in the bal- -
ance of state. S ST '

2. Within LAUSD and excluding’expenditures of all

etc.), there are great diffetencés,in expenditures per‘ADA
among schools, ranging from $911 to $2,486 per ADA for

Ny

schools, and-$1,087 to $1,918 for senior high schools in

3] These aifferences in expenditures per ADA are
largely attributable to differences in school size, highest
in schools with fewer than 300 ADA and lowest in schools:

with over 900 ADA.

4. The district is scrupulously fair in allocating
teachers for the regular K-12 program, maintaining equal -
‘teacher/student ratios in 8ach of district's-schools; the

 .expenditure differences, therefore, reflect inefficient
* school administration, maintenance,.and other factors as-

sociated with small sch0019jtather than inequality in“the




'delivery of: instruction.

5. School size, therefore, has much greater implica-
tions for efficiency thaf district size, although it is
- likely -that a large district is better able to tolerate the
inefficiencies of small. schools. T e ;

6. Within LAUSD, ‘the costs of inefficiency are dis- -
tributed unevenlys high cost schoolsi!are located mainly in

West Los Angeles and the San: Fernando Valley, predominantly , A

white areas, and low cost schools are located downtown in

predominantly minority areas. School closing and consoli-

dation would raise the level of instructional revenues for 4 .

~all schools within the district, with greater benefits ) : -

"accruing in overcrowded minority schools. e '
In our view, the large disparities within LAUSD in

expenditures per ADA constitute a serious problem. If small ‘

: schools deliver more effective education, then there are |

serious problems of unequal access within LAUSD. On, the -

other hand, if the higher costs of small schools canpot be

justified in terms of greater effectiveness, there are~_ |

serious problems\of inefficiency, with the costs of inef- B

~ ficiency borne\unevenly throughout the district Because o .

new districts must have egual base revenue limits, breaking.'l’

. up LAUSD 1nto smaller autonomous school districts would

eliminate‘most of-these disparities.and redistribute re-

',sources from:areas with small, underutilized schools to

areas with overcrogded schools.,However, redistricting'

.raises problems'that, on the:whole, may make pursuing. such

a strategy undesirable. | ' ‘
Consequently, it may be more appropriate to consider

-

'approaches that would directly address the inefficiencies

 of small, underutilized schools, not- only within LAUSD but

. e




o questions: » S : !

-~ 1

‘_also in other districts throughout the state, Specifically,

'astate‘policy-should‘concentrate on answering the following:

L3

1. How much more costly are séhools with feWer than
‘300 ADA?

2. What are the major sources of high costs in small
-schools--e g., administration, m%intenance, small classes,
seniority differences, etc.?

, 3. Can higher: costs.per student in small schools be SR
justified in terms of higher educational quality or evi-
dence of greater effectiveness?

4. Are there ways “to reduce costs per student in small
schools without affecting educational effectiveness?

5 What opportunities exist for consolidating small -
schools?

6. what are alternative uses for school buildings and
school sites?

7. How can state policy encourage more efficient uti-
lization of school facilities to the benefit of the in-
structional program?




FOREWARD -

, This study was done as part of a larger study con-
ducted by the Evaluation and Training Institute (ETI) of
Los Angeles. The California State Legislature, through the
Office of the Legislative Analyst, contracted with ETI to
conduct a study of the structure and organization of the
Los Angeles Unified.School District. Some legislators have.
. been concerned that LAUSD is too large, and that its large
. size hasr led to inefficiency and to unresponsiveness to the
needs of those it serves. They were therefore interested in
exploring alternative organizational arrangements, in-
cluding both intetnal reorganization and redistricting,
meaning breaking LAUSD up into smaller, independent dis-
tricts. ETI contracted with MPR Associates to examing the
f%e%fl igsues concerning: the teotganizatlon of LAUSD.

The criteria used by ETI to evaluate. vatious alter-

. natives included quality of. education, fiscal efficiency,
fiscal equity, constitutionality, ‘community access and .
involvement, and feasibility of -implementation. Our study
of the fiscal issues suggedts that redistricting might well
lead to increased efficiency and equity. However, these
benefits may not outweigh other costs aasoclated with
redistricting. p
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"Among legislators and staff in Sacramento, there is
. widespread concern about the Los Angles Unified School
 pistrict (LAUSD). Pive times the size of the state's second
largest district (San Diego) and nearly ten times the size
- of the state's third largest district (Long Beach), LAUSD
had total revenues of over $1.5 billion in 1980-81, or
approximately 15 persent of tqtal statewide revenues for
K-12 eduéation. When §nly one of the state's 1,040 school
districts accounts for\such a large proportion of public .
~ funds for elementary and secondary education, it is in-
evitable that its fiscal affairs come under close scrutiny
in Sacramento. A reduction of only 1 percent in LAUSD'S’
annual revenues would provide enough money tn completely
fund the state's Miller-Unruh Reading Program. A reduction
of 10, percent would fund the\entire School Improvement
Program. Obviously, a local bydget the size of LAUSD's is
highly visible and a prime target for those lodking for
"excess® revenues. L N T i '

" whether LAUSD actually rece}Kgs an "excessive®" amount

of money for K-12 education will b examined below; how-

ever, among numerous legislators an§ staff people in Sacra-

mento, there is a strong perception that LAUSD receives

more than its fair share of public. funds: This results, it ‘ .
-{s charged, from the concentration of political power the o o
district enjoys in Sacramento. Of the 12Q members in the

state legislature, 33 represent parts of LAUSD. Addition-

ally, United Teachers of Los Angeles (UTLAY} wields substan-

tial poliitical and financial clout among aR even broader
‘representation of the legislature. Thereforej it is be-

lieved by many that reorganizing the district\nto a number

of smaller independent entities would reduce the district's
_political strength and free some state money for\other

districts or for purposes other than education.

Aside from the question of whether the district re-
ceives a disproportionate share of state funds, there is

. also widespread feeling in Sacramento that regardless ‘of
the amount of money received by LAUSD, these funds are
spent inefficiently. Many of those interviewed in the .
course of this study voiced concerns about excessive ad-

- ministration, diversion of special purpose funds into the
general purpose ﬁrogram‘or.into administration, inefficient
utilization of physical facilities, and cumbersome and
ineffective management of the district's operations. Mest
falt that LAUSD was "simply too big," and while no one
could confidently define an optimal size for the district,
many felt that there is such a thing as an optimal size for
school districts and that whatever that size is, LAUSD v
exceeds it many times over. In other words, many felt : \-
strongly that LAUSD suffered from diseconomies of seale and N




_vtha;‘subetantiél savings could be achiewW@d by breaking the
distriet up .into smaller, independent units. ‘

In the report that follows, we analyze many of these
concerns  in detail. In 8S8ection I, we consider whether there
is a strong fiscal justification for breaking up LAUSD into .
smaller, independent school districts. :LAUSD's share of
total statewide revenues for K-12 education is analyzed,
and the issue of whether this share is disproportionately
large is considered. Additionally, issues concerning econ-
omies of scale and the general topic of the “"optimal® size
of a school district are discussed. Finally, we.- consider
problems of overcrowding and underutilization of schools
and also examine the magnitude of the district's adminis-
trative staff; specifically, we examine whether such 'pro- .
blems might be alleviated by breaking the district up inte
smaller jurisdictions.

: .In Section II, we consider the recorganization of LAUSD
from a different perspective. Regardless of whether there
is a clear economic justification for reorganization, we
simply assume that reorganization is desirable and consider
the fiscal implications. Although several alternatives for
reorganizatien arc discussed, we eoncentrate on analyzing
the fiscal implications of redistricting LAUSD, either by’
. dividing the distriet inte smaller, independent school
distriets or by transferring territory to contiguous dis-
tricts. The discussion coneentrates on three major
concerns: 1) establishing revenue limits for newly formed
distriets, 2) dividing the district's assets and liabil-
ities among the new jurisdictions, and 3) identifying some:
of the costs of making the transition from the exisiting
structure to some new form.

In Sectien III, using data for the 1980-81 school
year, we analyze the fiscal proeblems that must be addressed
if ten independent distriets were to bo created out of the
ten administrative arecas that now coenstitute sub-districts
within LAUSD. We also examine possibilities for crecating a
larger number of distriets with fower schools.
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_ “Tn this’ section, we examine some of the fiscal argu-.
.ments that have been advanced as reasons for redistricting

_LAUSD.-When we refer to "redistricting,”  we mean one of two~

- gerieral approaches ‘to reorganizing LAUSD: l)carving out of.
the existing district some number of new, wholly indepen-
" dent school districts or 2) transferring parts:of the pre-
sent district to contiguous school districts that now bor-
der LAUSD. These are the primary options that most legis-

'~_1ators and staff’ people advance for achieving more effi- -

" cient use of the resources allocated to LAUSD. Two major.

- '{ssues are. considered: 1) whether there is- evidence indi-

" cating that ‘LAUSD's political pdwer in the legislature -

.‘results in the district. securing more than a proportionate”is

- share of the public resources allocated to K-12 education
-.and 2)‘whether redistricting is likely to lead to signi-"
ficant gains in the efficient use of those resources.

A, §tate Politics and the Level of Funding for LAUSD

As noted at the outset, there are strong feelings

'ciamong many legislators and staff in sacramento that LAUSD o

enjoys a disproportionate share of the state resources

'i"devoted to elementary and secondary education.‘A number of~f__
different concerns underlie these feelings. Thus, fron the

perspective of some representatives of rural arnd suburban

' areas, LAUSD is the major beneficiary of a "pre urban bias"
~in most state policy dominated by representatives of the :
state's eight largest: cities. Among some urban legislators,:f

"~ there- is resentment of LAUSD's unique political clout. An
' especially sore point is the large -.amount of money jthe

. _-district receives for court-mandated .costs of desegrega-~f~‘h

tion. The legislation authorizing state reimbursément of.

~ these costs affects only costs of court orders handed down '
' after 1977; consequently, districts that have been pursuing.

"desegregation for a number of years are ineligible for .
-state aid and must bear the costs of desegregation out of
general purpose revenues. Still other legislators and
'staff, while not subscribing to the general theory. of urban

" bias or overt political manipulation, see LAUSD simply as a,f‘f

district that is out of control and unmanageable.. .
[

Does LAUSD receive a disproportionate share of state

‘lafresources? The question is deceptively difficult to answer.i,
" for it depends on what aspects of funding one considers and

on what-one uses as the basis.for comparison. For purposes

" of this study we performed several types of calculations.

First, we compared LAUSD's share of various sources of

_ ‘revenue with its share of statewide average daily atten-
dance (ADA) and students with special needs. Second, we:

examined revenues per ADA and.per student enrolled (ENR)

- and compared figures for LAUSD with averages for the rest’

of the state. Finally, ‘we analyzed growth .in revenues per .

) ) . ) ) . v
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}_“ADA £rom. l976 77 to l979 80, comparing rates for LAUSD with
b those for the rest of the state.~ . ,

’

L 5 Table l displays for Fiscal Year- 1979 80 revenues by _
“'source for LAUSD and the. state as a whole. Column 3 of the
" table lists LAUSD's .ghare of ‘each source of revenue. In .
'1979-80, K-12 ADA in LAUSD constituted 13.2 percent of -
statewide total K~12 ADA. K-12 enrollment constituted 13. 3
percent of the statewide total. Relative to these propor-
'tions, did LRAUSD receive a disproportionately large share
-of - state resources? With respect to general purpose reve- . -
nues, which amounted to 13.8 percent of total state general
- purpose revenues for.education, the answer is no, espe-
cially when ‘one considers that theése general purpose reve-
‘nues’:.include urban impact aid=-which. by legislative intent
_was meant to flow to urban districts in’ ‘disproportionately .
,Alarge-amounts-~as well as an adjustment for declining en-
‘rollments. Turning té 8pecial purpose revenues, LAUSD re-

" ceives 15.6 of. various categoricals, excluding revenues for
- mandated.costs. While this ‘proportion exceeds LAUSD's pro-

portion of K-12 ADA, it must be remembered that LAUSD has a -
‘disporportionately large number of students with ‘special
needs. Thus, in 1979-80 LAUSD had 24.1 percent of all stu- .
dents in the state identified as receiving support from Aid

. to Families with Dependent Children (AFDC), 31.6 percent of
students classified as limited-English or non-English . '
.speaking (LES/NES), and 31.9 percent of those students
eligibile for special education. Given the ma nitude of

' these figures, one might argue the LAUYSD receives a dis- -

" proportionately small share of major special purpose re-

venues (excluding mandated costS). _ :

o Table 2 summarizes Table 1 in terms of revenues per ,f; .
ADA and per student enrolled (ENR). It compares figures for -

" LAUSD with those for the balance of the state, i.e., ex~

: '_ cluding LAUSD. In. general purpose revenues, LAUSD received

$36 per ADA more in 1979-80 than the average for the rest .
of the state, and this difference is more than offset when
‘one recalls that general purpose revenues ‘include urban
impact aid, which amounted to $57 per ADA for LAUSD. in
1979-80. The district received $75 per ADA more than the
~average for special purpose reveues in all other districts;
however, recalling that the district is responsible for :
' serving nearly a third of the state's students with special .

" needs, this figure is not excessive.‘Moreover, the range

aarrows for both figures when one examines revenues per
ENR, reflecting LAUSD'S. greater problems with absenteeism.j




B TABLE 1 '
Revenues of LAUSD as a Percentage of Statewide Revenues
~As Reported on Form No. J-41 for Fiscal Year l979 80 g
AN -::: , _'LAUSb”~v ' : STATE = - LAUSD
) . (000's) . (000's) . . AS §&
. . © 7 . OF STATE
Principal State Afportionment (a) > $ 775,091 $5,125,957  15.1
'Local Taxes (b) . s 138,247 - 1,502,993 9.2
L Subtotal 913,338 6,628,950 13.8
. o : . ° /.. R
'VOther General Purpose U Co . - -
Federal Impact Ai@ . - = 3,745 ' 95,239 . 349
Urban Impact Aid (c) ) S 30,523 . 62,100 49.2 -
Other (4) . . o - 41,355 - - 591,493 7.0
Subtotal d e ','.i.; ; o 75,623 . ’748-832- . 10.1
_ Gerieral Purpose Subtotal 998,961 7,377, 782 13.4-
. Mandated Costs o - 120,927 145,045 = 83.4
. Other Special Purpose , A , _ B
. Federal ‘ R . . 103,465 548, 707 18.9
State Special Ed S o . 50,691 298,295 < 17.0
EDY/EIA - ‘ AR 30,457 157,266 - '19.4
ECE/SIP . AP . 19,006 . 137,689 -  13.8
Voted Indebtedness E L T 6%732 i?//144y219 4.6
© Other (e) - 8,142 112,913 7.2 - o
s,,Subtotal ' o . -218 493 1,399,089 = 15.6 - - \\
special Purpose Subtotal w‘hf 339 420 1,544,134,  22.0 ._'
.Total Revenue K-12 o 1,328,381 8,921,916 . 14.9 .
- Adult Revenue S S . 41,106 - 129,885. . 31.6
. TOTAL -REVENUE . * o $1,369, 487 $9,051,801 15.1
| (a) Excludes revenues for mandated costs and adult education.’ ‘vt
(b) Excludes levies for voted indebtedness._vl y
’(c) Only $36 045 324 reported on J-4l; correct figure substituted
“.(d) Calculated as. the residual of Total Income (exclusive of N | L

beginning balance -~ E.D.P. No. 670, p. 12) less sum of special
purpose revenue, mandated costs, principal state apportion-

. ment, local taxes, federal impact aid, urban impact aid, and.
adult 7rucation.

R ' ' ; o
(e) The sum of 'kines 8617, 8621 23, 8631 34, 8636, and 8639 on
Form J-4l ' : : T




TABLE 2 .
Compatison of Revenues per ADA and ENR
- Fiscal Year 1979-80 '

- -JEEE_ADALQL?_. —.per ENR(d) -
' LAUSD _ STATE(e) LAUSD ~ STATE -

General Purpose Revenues $1861  $1825 $1811 $1788

Special Purpose Revenues(a)  4ll . -336 400 . 330
‘Mandated . Cost Revenues =~ '~ 228 . -7 223 - .7
Total K-12 Revenues . 2500 - . 2168 2434 2125

‘Potal  Revenues (b) . 2379 28 - -

; ;(a) Bxcludes mandated cost revénue
(b) Includes adult ADA =
(c) RK-12 ADA (LAUSD--531,310; State--d 032 377)
o " Total ADA(LAUSD--575,649; State--4,201,737)
- (d) K- 12 ENR (LAUSD--545 871: State--d 119, 511)*‘ :

@

As is -clear from both Tables 1 and 2, the one revenue
source that overwhelmingly favors LAUSD is revenues that
_reimburse the districts for costs resulting from the orders
of state and federal courts, mostly but not exclusively:

. concerned with desegregation. LAUSD received over 80 per-
- cent, or approximately $121 million,. of total state funds .
allocated for this purpose in 1979-80. This amounted to .

. $228 per ADA in 1979-80 and pushed the district's total -

revenue per ADA to' $2,379, about 10 percent more: than the
state average.‘Consequently; -the - histoty of this source of
. revenue is worth reviewing. ,. .
: The mandated cost feature of state school ﬁinance .
arrangements began with "little" S.B. 90, spongpted by -
. Senator Gregorio in 1977. The legislation authorized local
school boards to’ levy additional local property taxes, in
excess of the base revenue limit, té cover the costs of :
court-ordered programs. While LAUSD supported the bill, the
district was by no means the prime initiator, nor diad it
lobby hard for the law. Indeed, the legislatlon was largely
uncontroversial; it involved only local taxes and imposed -
no cost on the state. Shortly after the bill was passed and
- signed by the governor, LAUSD voted to levy an additional
- 1l6cal property tax to cover the costs of the desegtegation b
. program wotked out with the court for the 1978-79 schoql
year. , ,

That”tax was never collected, In June 1978, the voters
passed Proposition 13, reducing all property tax rates
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, (save those levied to fund voted indebtedness) to 1 percent
of total assessed value. As a result, local financing of -

- schools was. virtually eliminated, and the state became

.. responsible for most aspects of school finance, including
the costs of court mandated actions. Consequently, LAUSD
received $65.5 million in 1978-79 as reimbursement for
‘'mandated costs. Although the history of LAUSD's involvement
" in shaping the response of the legislature to Proposition

. .13 is a bit ambiguous, we can find little evidence that it

amassed its political representatives, againgt the great
opposition of other legislators, to ensure that the state
would reimburse districts: for court mandated costs. Rather,
- there seems to have been widespread recognition in the
legislature that such costs were real, in excess of the
regular program, and deserving of state support. The fact
the costs must .now be borne by the state rather than by the
local district is more a result of Propostion 13. than the
_politicél power of LAUSD in Sacramento. - .

, The sum has' since grown, however, to more than. $120
million, and herein lies the problem. In effect,. without
the lacal property tax to act as a brake on spending,, S.B.
90 became a blank check for ‘local school districts and the
courts. With the state picking up the full tab, judges and

\

" district officials could devise desegregation plans without;

regard to costs. Given the rapid rise in mandated :
costs--not only in LAUSD but also in San Diego and else-
'where-~-it appears that many have .paid little heed te costs.

" As a result, the legislature placed a ceiling on the amount"

of state money available for mandated-costs beginning with
_the 1980-81 school year..

Although the funds received under the mandated cost
provisions are used to cover the additional costs of dese-~
gregation, most of this money does find its way into the
regular classroom in LAUSD. The.bulk of the costs as-
sociated with desegregation in Los Angeles result from a
reduction in class size at schools participating in the
desegregation program. Of the $165 million that desegre-
gation was estimated to cost in 1980-81, only about $38
million was related to transportation of pupils. The rest
is for reductions in class size and administration of .the
desegregation plan. In some respects, therefore, the man-
dated cost funds are similar to a general increase in the
' district's base revenue limit, although the mandated cost
revenues must be targeted on specific schools. Purthermore,
because the total. costs associated with. desegregation for
1980-81 were not fully funded. by the mandated cost provi-
sions, the district has had to make up the difference from
general purpose revenues, resulting in desegregation
“"encroaching” on general purpose revenues. Here again, ‘this

~

"encroachment” can be viewed in different ways. Some might

. .argue that it represents real deterioration in the dis-
trict's overall program; others might claim that it simply
redistributes resources within the district from ‘'schools

17
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7\ order or were subjected to new court orders, it is posslbﬁgy

. .
>

not participating in £he'deSegregation plan to those that

 Tﬁrhing'to:Tab1e 3, tracing the growth in the rébenues*
per K-12 ENR in LAUSD relative to growth in revenues per .
ENR for the balance of the state, several conclusions.are:

"apparent. From 1976-77 to 1979-80 LAUSD's general purpose

revenue per ENR grew 28.4 percent from $1372 to $1762,

‘compared to a 17.4 percent rate of growth for the balance
‘of state; however, note that LAUSD's growth was from a much

lower base, $1372 compared to $1523 for the balance of .
state. Most of the faster rate of growth is attributable to
growth in urban impact aid and declining enrollment ad-
justments. Special purpose revenues per ENR. (excluding
mandated costs) grew 31.6 percent {n LAUSD, compared to
80.3 percent in the balance of the state, although  in this
instance LAUSD's base, $323 per ENR, was much higher than
the balance of state, $183. Total K-12 revenue per ENR in
LAUSD grew 42.1 percent compared to 24.6 percent for the -
balance-of the state. The difference is largely attribu-

s

_table to mandated cost revenues. If these‘are excluded,

LAUSD's combined general and special purpose revenue grew
29..0 percent compared to 24.2 percent for the rest of the

. To summarize, to the eiktent that LAUSD has fared - ". o

' better than other districts in securing state resources,

this has resulted almost entirely because the district has
been eligible for additional support for mandated costs. In
Mo other aspect of educational financing does it appear

that LAUSD has secured a disproportionate share of 'state

resources. Given that the district played a relatively

" ‘'minor role in the passage of the enabling legislation. but

rather seems to have benefited from an historical quirk, it

" ig difficult to conclude from the evidence that the dis-

trict has been able to use its political clout in the

legislature to gain favorable treatment... -

' Nevertheless, it is élear that the district'has'bene- }

~fited greatly from being eligible for mandated cost

assistance. Moreover, as is discussed in more detail ‘in
Section II, redistricting might eliminate the basis for
allocating mandated cost revenues to LAUSD. On the other %
hand, if the newly formed districts remained under cour

that desegregation costs would increase, drawing resources
away from other districts receiving mandated cost reim-

. bursements or causing more "encroachment" into the general
program, . _ . !

" Purthermore, to the extent that the legislature for-
sees mandated costs declining as the district gains exper- . -
ience with desegregation, it will probably be easier to-
maintain control over mandated . costs if it can deal with'a -
single centralized administration rather than the larger

18




o

D TABLE 3 - o
Changes in'Revenues per K-12 ENR: 1976-77 to 1979-80
) | | L

LAUSDAQer ENR(a) REST OF STATE per ENR(b)
1976-77 1979-80 "% Chg: ~1976-77 1979-80 & Chg.

Gederal Purpose Revenue $1372 81762 28.4 " $1523  $1788  17.34
Special Purpose Revenue 323 425 31.6 183 330  80.3
Federal | 9 190  97.9 78 125 60.3
State Special Ed. - . 54 93 - 72.2 - 45 69 53.3
'EDY/SIA » 47 56 19.1 21 35 66.7
ECE/SIP | - 22 35 59.1 23 . 33 43.5
~ other 104(c) 51 -51.0 - 15" 68 - 53.3

Mandated Cost S --- 221 eme v : 7. -
Total K-12 Revenue $1695  $2408 "  42.1 © $1705  $2125  24.6

(a) LAUSD'K—lz ENR: 1976~77 - 601 429; 79-80 -- 545, 871
(b) Rest of state K-12 ENR: 1976- 77 -- 3,634,096; 79-80 -- 3, 573 640
(c) Includes $44 per ADA for Earthquake Safety. L )
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numbet that would result Etom tedlstticting. similarly, it
'is probably easier to deal with a single administration if
the legislature decides to phase out mandated cost assis-
‘tance, either by allowing inflation to erode the cap or by
gradually replacing the bsslstance with new local revenue
ralsing powers.,

_ To summarize, we do not find very strong evidence of
an over concentration of political power in LAUSD slphoning
"educational resources away from the rest of the state.
There may be sound arguments for breaking up LAUSD, but the
prospect that this would free tesoutces for other school
distticts 13 not one of them.
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" "Little Hoover Commission®™) accused LAUSD of 'inefficient

. minimum, and then start to increase again. "Optimal® size

B. fficiency Ieeuee

There is a general perception that the district is-
simply too big to be efficient and that smaller districts
are inherently more efficient. Therefore, many legislators
and staff believe that breaking LAUSD up into smaller,.
“independent districts would provide better education for
the current level of spending or permit offering the

urrent level of education at considerable savings.

In addition to these general concerns, several spe-
cific examples of inefficiency -have been cited. In a report
issued in June 1981, the Commission on California State'
Government Organization and Economy (also known as the °

facility utilization and maintenance practices, poor
management systems and fiscal controls, and a lack of con- .
cern for the economical administration of the district as a
whole.” While LAUSD challenged many of the specific find-"
-ings of the report by citing numerous factual errors,
serious concern remains about how well LAUSD is managing

its resources. ' :

This section addreseeq ‘two issues. Firet, given what ’ '
is known about size and efficiency of school districts, is '
‘thereAany evidence that breaking up LAUSD into smaller,
independent districts would be cost effective? Second, are
" the current problems LAUSD faces in managing its financial
resources likely to be more amenable to solution if the
‘_dietrict were reorganized?

‘1, Determining Optimal-District Size. - The rapid -
growth in educational expenditures over the past few de-
cades has caused school administrators and policy makers to
seek ways to increase the efficiency (that.is, lower the
- cost per pupil) of schools and school dis ricts. Based on
the belief that size and efficiency are related, a frequent
‘conclusion has been that efficiency can be promoted by
altering school district size. Some foundation for this
-belief can be found in economic theory, which holds that
. the average cost curve of a firm is U-shaped. This means.
that as a very small firm increases in size, the average
cost of a unit of output will steadily degrease, reach a

is therefore reached at the lowest point on the U-shaped
curve. If this theory also. holds for school districts, very
small and very large districts will be the least efficient,
and somewhere in between there will be an,ogtimul_eize for
school districts. .

There are several reasons why very small districts are
presumed to be inefficient. First, all districts require
some basic minimum of administration--e.g., a superinten- .
dent, a principal, and clerical staff. If theése "fixed - ' :
costs" can be spread over a greater number of students, -
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‘then obviously total costs per student will decline’ until

the district reaches a size that requires additional ad-
ministrative personnel. Reduced adminigstrative costs per
student have been a major arguntent for consolidation of

. small districts in the past few decades. Second, it is

often possible to get more for the dollar in larger dis-
tricts. Larger districts are able to provide more ”
specialized services -than small ones. Certain approaches. to
saving time and money, such as computerized management
information systems, 'are available only to'districts large
encugh to provide the volume. necessary to support them.
Large districts .can also hedge against uncertainty more
easily. For example, they can stock fewer texts because
enrollment patterns are more predictable. 4

At the other end of ‘the spectrum, very large districts
also may have higher costs per pupil because as any orga-

‘nization gets larger, more and more effort must be devoted

to coordinating and managing the productive activities of
the organization. To pay for thése activities, either ex-
penditures must be increased to maintain constant output, °
or output must be reduced. At some point, the additional

. costs of coordination and control outweigh the.advantages

of growth. Optimal size is passed, and costs per student
rise. .

E There is widespread ¢concern in Sacramento that LAUSD
has long since grown past the point at which average cost
is minimized, and that the proportion of resources going

- directly to the students is therefore"declining. If so,

this trend might be reversed by redlstricting LtUSD to
create a. number of smaller ,districts closer to the optimal
size. A critical issue, therefore, concerns what is known

about the optimal size of school districts, and it is worth‘
,briefly reviewing the research done to date.

"A large number of empirical studies have examined this

subject but have thus far yielded inconclusive results. In
a recent article in the , . \_Finan
(Winter 1981), Fox reviewed over 30 studies that have '
attempted to measure the importance of size economies for
schools and school districts, limiting his review to those
studies that he considered conceptually and methodologi-
cally acceptable. He reports, that on the whole, these
studies support the notion of the U-shaped average cost
curve for schools and school districts, but that because of

- data problems and deficiencies in. the underlying theories,
‘exact economies of size are uncertain. In the studies
‘reviewed, miniumun average cost sizes were found ranging

from as little as 2000 students to more than 50,000 stu-
dents, and some studies found no relationship at all
between district size and expenditures per pupil.

\
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The variation in the findings is not surprising. To
determine the ranges over which economies and diseconomies
of size exist, data on a large number of schaol districts
of different sizes have to be compared to see if average
cost varies with district size. This seems relatively
straightforward, but to make valid comparisons the dis-
tricts have to be similar in all other respects. That is,

they must use the same inputs, the same production process, -

and have the same outputs. In practice, these conditions
are hard to meet. School districts have different kinds of
pupils and staffs; provide different kinds of services, and
often provide the same services in different ways. If the
school districts being compared differ in important res-
pects other than size, it is not possible to attribute
differences in average cost specifically to size.

, It is unllkely that thie problem c¢an be overcome.
There are good reasons to believe that large and small
districts differ in systematic ways, making comparisons
inherently very difficult. Larger districts 'tend to be in
. urban areas, where higher prices must be paid for material
and personnel, where there are a dleproportionate aumber of
children needing special services, and where schools must
purchase additional services to cope with problems such as
vandalism. The Higher costs per pupil in large school dis-
tricts may therefore.be due more to their urban nature than
to their size. Breaking up LAUSD into smaller districts
would not eliminate these urban:characteristics; therefore,
41t cannot be assumed that smaller districts within Los .
Angeles would have costs similar to those of dlstricts the
same size but in. dlfferent areas.

) Another problem encountered in trying to identify
economies of size is' that there is no general agreement on
what a unit of output’ of a school district is, and it is
unlikely that a single one could be defined, as educators
have multiple goals. The most commonly.used output measure
in studies of size economies is enrollment or average daily
attendance. While these are reasonable measures of the
quantity of pupils educated, they lack a quality dimension.
Unless quality is held constant, outputs measured by en=-
rollment or average daily attendance cannot be meaningfully
compared.

Measuring inpute is also a problem. In the educa-
tional process, students supply important inputs in terms
of their abilities and efforts, but reliable data on these
‘are rarely available, so they are usually omitted. S8School-

" provided inputs have usually been measured by expenditures

or by quantities or qualities of labor and capital which
are also hard to measure.

" A further consideretion is that large districts
probably have more outputs and more_different ones than
small ones,'dand also more variety in student-provided in-
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puts. This means that it is inherently harder to study the

- effects of large size on average cost than to study the

effects of small size. In other words, it will be easier to
document economies of size for small distrlcts than dis-
economies'for large districts.

- Even when researchere are able to select districts and

_measures to minimize these problems, formidable problems

often arise when they try to collect comparable data from
districts that use different expenditure categories,
different time periods for reporting data, and so on. As

Fox's review shows, how these problems are dealt with -
affects the empirical results, which in’ turn may lead to

erroneous concluslons.

w1th thege caveats on the etate of reeearch on eco-
nomies associated with district size, what can bé said .
about economies:or diseconomies of scale in LAUSD? Table 3n
displays for 1979-80 expenditures per ADA for administra-
tion, maintenance, and operations for LAUSD, Oakland, and
the rest of the state. Expenditures per ADA for instruc-
tional, school, and district administration in LAUSD were
$301 in LAUSD, compared to $274 for the rest of the state.
District administration expenditures per ADA were almost 20
percent lower in LAUSD compared to the rest of the state,
$88 per ADA versus $115 per ADA. School and instructional
expenditures pexr ADA were about 30 percent higher, $208 per
ADA in LAUSD compared to $159. This difference, in part,

- reflects the higher concentration in LAUSD of students with

special needs who receive services from separately admin- -
istered categorical programs (see discussion of number of
administratora below).

_ Expenditures per ADA for maintenance are about 32
.percent greater in LAUSD, $97 versus §73, reflecting both a
higher concentration of older school buildings and higher
“labor costs. Expenditures per ADA for operations in LAUSD
are about equal to those -in the rest of- the. state, $170
versus 5166.




. » TABLE 3A o
Administrative Expenditures per ADA '
-~ General Pund 1979-80 '

Line Item . LAUSD Oakland Rest of :State(a)

Instructional Rdministration §$ 48 $ 72 | $ 24

‘School Administration 160 142 135

District Administration 93 -88 - '115

Maintenance .91 108 73
. operations . i | 170 184 - 166

TOTAL . ' $568 - . $590 513

‘{a) Excluding LAUSD and Oakland. . . C a

Source: ~ Form J-41
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‘To what extent are higher expenditures pbtr ADA for
-administration and maintenance in LAUSD related to size as
‘opposed to its urban character and higher concentrations of
students with gpecial needs and older' facilities? Finding a
city that is truly comparable to LAUSD .is virtually
impossible. However, in Oakland,cwh 4 the concentration of
students with gpecial needs is rbuggéyfcomparable and which '
faces similar problems of old facilities and high cost of
living, expenditures per ADA are higher in:-all but one of
the five categories, school administration. ‘Expenditures
per ADA for all five line items are: 4 percent greater in
Oakland than in LAUSD, despite the fact that Oakland is
only one-tenth the size of LAUSD. = ° . .

These comparisons should be viewed cautjously. In many
respects, the figures are not truly comparable and making
them so would require substantial work, if indeed com-
parability could be achieved at all, These 'aggregate data
reported on -Porm J-41 do not reflect major programmatic
differences among school districts nor differences in
salary scales and seniority. Nevertheless, with only §55
~.per ADA ($568-§513) separating LAUSD from the rest of the
State, a.costly study of comparability is not likely to
produce significant findings of significant diseconomies of -

s

In short, on the basis of reviewing existing data, we
find no evidence that the large size of the district has
led directly to above average expenditures per ADA for
administratien, maintenance, and operations. Rather, inse-
far as these expenditures exceed figures for the balance of
the sgtate, the differences are largely attributable to
eligibility for categorical aid, older facilities, and
higher cost of living. There are, hawover, three size
‘issues that remain to be addressed. ..;." -

The first of these is the cffeet of 21 size en
costs per student. There is little doubt that very small
schools are inefficient, and indeed the sizetof many
schools within LAUSD may raise more sorious affic¢ieney
issues than the size of the distriet itself. S8ccond, very
large districts are prone to oxcessive numbers of adminis-
trators, and the administrative strueture of . LAUSD neceds te
be more closcly examined. Third, large-distriets are
nccessarily dependent on computerization for management of
their daily affairs, but their sheer size may .make offi-
cient management information systems difficult te dosign.
Bach of these thrce issues will new be analygzed in greater
detail. - bl : ‘
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v."-_‘ ¥.~2 Ugdetutilization and Ovetctowdin ofASchools,‘?
"LAUSD has a’ large number of underutiliZed and overcrowded

'E.Jechools. Were such schools randomly distributed throughout -

"the district or relatively clése to one another, the dis-.

‘trict would-be hard pressed to explain why such a problem o

" ‘could be permitted.to: develop. However, geography and -

- changing residential patterns have played havoc with the
“district's . efforts to tackle this ptoblem. As displayed_ in.

Table 4, underutilization is more pronounced in the San’

_Pernando vslley (Areas -8, 9, and 10) which is geographi- -

'»cally isolated. from the centtal part of Los Angeles (Areas ;.fv'f

'1fz 5 6, and 7) whete ovetcrswding is ‘most severe.

g )
S LAUSD ‘has been sevenely criticized by the Little
-..Hoover Commissis for allowing undetutilization and over-

- crowding to persist. The Commission was especially con-

“cerned with the Board's apparent unwillingness to even ~r -
‘consider closing any of the underutilized schools. A few:

closings-have now occurred, and -the problem of - undetutili- e

zation is: ‘being studied by a committee established by the -
,.Boatd in January 1981 : , _ .

- Nevettheless, at this time, many undetutilized schools,f‘
temain open, at a significant cost to the district. These " " .

}*schools cost more per pupil to. administet and maintain.
- Bach school has to pay for at least a principal and. a°

secretary and for basic utilities. These costs are the same"

regardless of the size of the school. The cost: per pupil,
however, will be much greater in a’ small school. Suppose

.. these costs 'total $60,000. In a school with 600 pupils,
- these "fixed costs" amount to $100 per pupil, while in a-

" school with only 200 pupils, they amount to $300 pet pupil,

l,.a ‘substantial diffetence.,

. The consequences of small school size on insttuctional‘

- expenditures per student are readily apparent in.LAUSD, andvf',

the differences among schools. are substantial. Among
elementary schools, instructional ‘expenditures per ADA

" ‘ranged from $911 per ADA to $2,486 per ADA, with a medfan

expenditure of $1,239 per ADA. Among junior high- schools,
‘expenditures per ADA ranged from $1,214 to $2,701, with a
‘median of $1,469. Among high schools, expenditutes per ADA
ranged from sl 087 to $1,918,:with a median of $1,335. '
.Differences of $500 or more pet ADA among 'schobls are
common (see Table 8). " .

L
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. It.should be stressed that these spending differences .
‘are maiply attributable to differences in the size of .
~ schools rather than do any district policy to allocate-

‘resources unequally. LAUSD is-scrupulously fair in allo-

v"»cating.teachérs to schools and takes great pains to main=

"~ tain equal student/teacher ratios among schools for the
regular program. There are some differences  among schools.
. in average teacher salaries, due to the concentration of

' teachers with longer service in some. schools; however,

" -“differences in. average teacher salaries among schoolsuwodid' -

;have to be extremely large to account for the magnitude of
~ these expenditure differences. For example, assume a

. difference in average tefichers' salaries between two
‘schools of* $5,000. Assuming an average class size of 34,
thié salary difference would amount to $147 per student, a
significant sum, but hardly enough to account for differ-
-ences in expenditures among schoolseof $500 or more. . = |

o * 'The~8§r¢n§7telqtiohship4betﬁeen school size and ex- .
penditures per ADA can be shown quite clearly for LAUSD.
Table 5 displays the distribution of elementary schools by

size and three levels of totdl current expenditures per .= '

"ADA._Of»the 145 low spending (less ‘than $1,374 per ADA)
. 'schools, 94 schools (65 percent) had more than 700 ADA. In
contrast, of the 141 high spending (more than $1,693 per

ADA) schools, 70 schools (49 percent) had less than 300 ADA

and another 59 schools (41 percent) had less than 500 ADA.

' Prom Table 5, it is evident. that the major cause of .
“differences. in expenditures per ADA among schools is
_differences in school size rather than other factors such

as teacher salaries. The respective contributions of size-
and salary differences to differences in expenditures per

" 'student require further study if redistricting is. to be

- efforts to reorganize LAUSD.

" pursued, for as will be shown in greater detail in Sections =
"II and III, these spending disparities greatly complicate

) - wWhat is to be made’of these spending differences?
FPirst, if one‘argues that small schools are educationally
superior to larger schools and worth the added cost, then
access to. better schools in LAUSD is very inequitably dis-
tributed, with minorities (especially Hispanics) being .
disproportionately deprived of equal access to superior
~schools (see Section III). Second, if one argues that small
schools are not educationally superior to large schools and
are therefore not worth the added cost, then there is gross
inefficiency in LAUSD and the costs of this inefficiency
are borne mainly by minorities attending schools in the °
downtown. areas of the district. In short, either on grounds
of 'educational quality or on grounds of efficiency, the -
spending inequalities resulting from small, underutilized
.schools constitute a problem of enormous proportions in
- LAUSD. ~ . - : , : : .
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' : TABLE 5 ' ' ‘
Total Curtent Expendltures per ADA
by - size of School (Elementary) o
_ Fiscal Year 1980 81
B o «.‘Leve1,o£ Expehd1tures o
S ~ Low . Middle  High Row Total o
| <300 ADA o . 6 70" 76
300-500 ADA - 15 44 - 59 118
©501-700 ADA - 35. 28~ - 9 82
701-900 ADA . . 33 24 . 5. 62
Over 900 ADA 61 28 I _ ' 90
Total 145 - 141 . 141 - 427
‘Source: LAUSD, Controller's Annual Report of Expendi-
. - _tures Classifled by Schools for the Fis al Yeat
Ended June ~30, 1981 T , .
v(a) Expenditutes less that sl 374 per ADA. o ‘
" (b) Expenditures between $1,374 and $1,693 per ADA.
(c) Expenditutes greatet than $1,693 per ADA. . ~
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What can be ‘done to alleviate thie problem? 1f the
issue is educational quality, probably very little can be
done, Small schools in the valley and West Los Angeles

‘cannot be relocated downtown, and the distances separating¢

'~ these schools from downtown are too great to make busing -
‘feasible, even if there were sufficient numbers of parents
willing to participate in' a busing prd%ram. Moreover, as-
suming most small schools would remain open, there pre- -
gently are not sufficient resources. to undertake ‘a massive
building program downtown to deliver the: benefits of emall
’ schoole;to etudente reeiding there. :

on the other hand, i{f the: ieeue is efficiency, much

( could be accomplished by consolidating elementary schools

*,with fewer than-500 ADA, or even 300 ADA. Presently, there
“-are 194 elementary schools with fewer than 500 ADA, and of.
these, 76 have fewer than 300 ADA. Closing many of these
schodls and consolidating. resources would greatly reduce

"'_expenditure disparities among the district's schools.:

. -Similar actions could be taken with junior high schools, -
- although the problem of underutilization ‘and the resulting
spending differences are not as great .among junior high

chools. ;- : ; ‘

- It should be streesed that cloeure and eoneolidation
. would have practically no effect on the number of teachers

employed in these schools. Total ADA would not change; con- .

" sequently, because there would be no change .in class-size,
"all teachers previously employed in small schools would be
needed in the newly consolidated schools. Some reduction in
. the number of school administrators and office staff pro-
‘bably- would be reguired; however, if revenue from the sale:
or lease of closed schools were used to build or lease new

- 'schools in overcrowded areas, administrative and clerical:

positions would .open up downtown. Whether principals and -
other school administrators would be willing or able to
relocate is, of couree, a troublesome issue.

It should also be noted that ‘closing small schoole is
not likely to "save” the district large sums of money.
Rather, it would permit LAUSD to redistribute resources:
from areas that now operate a large number of inefficient’

- underutilized schools to areas that suffei from severe
overcrowding. Thus, the primary concern underlying the
~underutilization/overcrowding issue is equity rather than
great ggins in the overall efficiency of the district's
. total budget. In short, the legislature should not expect,
" to achieve significant reductions in total educational h
expenditures in LAUSD as the result of school closure and .
consolidation. It could, however, expect substantial im-
provement in the equitable dietribution of those expendi-
tures. ‘ .

WOuld redistricting be likely to lead to school clo-
sures and a more equitable allocation of resources within
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: the area now constituting LAUSD? To the extent that under-
~utilization continues because of the unwillingness of the .
LAUSD Board or district-administrators to address this

- problem, new boards and changes in administration might
help (although it should be noted that . the district's pre-
sent administrative staff has made numerous recommendations
to the present board for closing schools). However, the -
major opposition to closing schools comes from parents with
students in the.schools involved, and it is difficult to .
see why. this opposition would lessen if the district were
reorganized. In this instance, the problem persists not
because the present board refuses to listen and respond to
par:nts, but it persists becaufe .the board does precisely
tha N

i Nevertheless, it can be argued that ‘the district is
able to maintain these: costly schools only because it is
very large and is able to divert resources from other areas

- or from other educational functions (e.g., districtwide

- administration) to cover thege high costs in 1isolated
areas. Depending on how one determined the revenue limits
for newly. created distrcts, it might be impossible for new.:
boards to continue to operate small, high cost schools. For
example, if the revenue limits for all the new districts
-were equal to the present revenue limit for LAUSD, then
depending on how the new district boundaries were drawn,
limited resources in new districts with high concentrations
~of small schools would probably force closing small in-

- efficient schools. This issue is analyzed in much greater -
detail in Sections II and III below. In short, .in our .
judgment, the expenditure differences resulting from .
underutilization and overcrowding offer a compelling fi cal
reason for seriously considering the redistricting of = * -
LAUSD; however, before any specific action is .taken, the
precise effects of school size on spending differences
require more study. - 4 i L.

. ' 3;_A§anL§££ggig%, LAUSD has frequently been .
:accused of excessive admin stration. Charges have included

" maintaining a high ratio of administrators to teachers and

‘diverting categorical funds to cover -administration in the
regular program. While this study cannot undertake an ex-
haustive examination of the issue of excessive administra-

-« tion, there is enough data available to do some preliminary

analysis.

At the.outset, it is important to note that there are
‘'no. well -established rules regarding the optimal number of.
administrators in a school district or the optimal ratio, of
administrators to teachers or students. The size of the
."district, the number, types, and sizes of schools, and the
variety of program offerings are but a few of the variables
affecting the need for administration. Furthermore, in
‘attempting to assess the efficiency of different aspects of
the district's operations, it is probably unwise to speak
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of administration generlcally,'aé’though"a11,aepécts of
. administration are similar and all administrators are in-
terchangéable. In fact, administration encompasses a number
of complex and very different functions, including '
accounting, personnel, facilities management, program

management, and so on, some of which may be being performed

efficiently and some of which may not. Unfortunately,.most
of the district's critics charging .excessive administration
have not undertaken any systematic analysis to 1deut1£y :
precisely where the ptoblems occur.

. Nevertheless, there is cause for concern.. Between )
1977-78 and 1980-81, while K-12 enrollment deélined about 8
percent, the total number of administrators in LAUSD grew

- by -approximately 12 -percent - (Tables. 6 and 7).. This growth

. does not necessarily reflect excessive administration, but
it does suggest a need for investigation of where this
"growth has occurred and why it has happened. A recent

report by the Independent Analysis Unit of the L.A. Board

of Education analyzes staffing trends for certificated

personnel and is helpful in trying to answer these
questions,

Between 1977-78 and 1980 8l, the reéular K-12 program -
enrollment (and the regular K-12 program ADA) declined by 8
percent (Table 6). During the same period, the number of
teachers assigned to the regular K-12 program declined by
13 percent, and the number of administrators in the regular
- program declined 9 percent (Table 7). Thus, assuming the
number of - teachers and administrators assigned to the
regular program as opposed -to other programs has been =~ -
correctly reported, .the number of teachers and administra-
_‘tors assigned to the regular program has been declinlng

fagster than enrollment. .

- fagter than the number of administrators is reasonabl)f. As
soon as 25-30 pupils are lost, a teaching position
eliminated. However, until enough students are los
close a school, basic administrative staff must be .
retained. similarly, in the area and central offices, a
sizeable drop in enrollment must occur before administra-
tion can be reduced significantly because many of the ad-
ministrative tasks require a fixed amount of time and per-.
sonnel regard less of the number of students served. Such .
fixed costs constitute one of the primary rationales for
the state's declining enrollment adjustment in the state .

. aid formulas. In short, the staffing trends in LAUSD's
regular K-12 program seem reasonable, and it is difficult
to see how reorganizing the district would produce
signiflcant savings in this area.

The fact that the nnmbex of teachers is decllnlp
#be
to




TABLE (3

Bnrollment and Avetage Daily Attendance

1977-78

1980-81

(Budget)

$ Change

Enrollment

K-12" Regular : 571,734
K-12 special Ed 12,126

Total " - 583,860

Average Daily Attendance

K-12 Regular - 549,369
K-12 Special Ed 13,218
K~12 Concurr. . 4,853
> K-12 Summet 8chéoi 37L;38

525,347
13,249

538,596

o

503,591
15,610
6,140
2,724

Total x-12 ADA o '-604~ 778
Adult ADA S 49,894

528,065
49,160

-8y -
+9%

-3“
+18%
+27%
-93%

-13%

TOTRL R-12 PLUS
« ADULT ADA . 654,672

o

577,225

4

SOutceu Murdoch Mocklet, and Associates, "Five Year
Revenue Trends Eot Districts Belonging to the Associatton
of Callfotnia Utban sdhool Dlstticts,' March 1981,

*
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Table 7

Teachers and Adninistrators by Program

R ¥

»

Certificated Staffing Trends 1977-78 to 1980-81, October 1981.

©

« .
Teachers Aduinistrators . Adninistrators Adninfstrators

- . 1977-78 1980-61 % 1977-70 1980-81 ‘% 1977-78 1980-81 & 1977-73 1980-81 o
.- Regular K12 22,772 19,806 -13 1,284 1,209 -6 423 M -19 1,707 1,50 -9
~ special Ed. 2,139 2,479 +16 25 24 -4 132 . 174  +26 157 198 426
Integration - 52 2,004  — 8 189 —, 65 134 +106 73 323 +3€2
Carp. Bil. B4~ 803 1,192 +48 149 262 +76 138 158 ' +14 287 420 +46
Misc. K-12 458 179 -6l 62 .82 +12 43 . -l 05 9 43,

| TOPAL R-12 . 26,224 25,700 -2 1,528 . 1,766 +16 801 o4 fsy 2,29 2,600 #2.
Adult © 1,488 1,10 -23 103 9 -4 A ' 7 -1 134 n6 . -13

. ROC - ~'350 420 420 . 39 0 -23 3 3 0 2 3 -2
~ Comnun, Serv. ‘ o | 16 8 =50 16 8 <50
TOML - 28,062 27,261 -3 1,670 1,885 413 651 882  +4 2,52 2,767 +10
Children's Ctrs. 592 444 =25. 77 71 0 20 - 17 =15 9w -3
ALL FRDS 28,654 27,705 . -3 1,746 1,962 +12 871 898  +3. 2,617 2,860 49

Source: Los Angeles City anard of Bducation, Independent Amalysis unif,
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- desegregat
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In)t[ntrast ‘to the staff declines in the regular K-12
program, however, the numbers of teachers and administra-
tors in some other programs have grown markedly. Large
gains have occurred in special education, integration, and-

. compensatory and bilingual education. To some exteant, this

growth seems reasonable. More children are being identified

- as eligible for special services, and in many instances the

staffing requirements for teachers and administrators are
established by the state or federal government and are
beyond the direct control of the district. Additionally,
one of thelcondtttone for cqurt approval of the district's
on plan was a reduction in class size from 34 to
27 in schools participating in the plan, requiring approx-

imately 2000 more teathers. Nevertheless, the growth in

‘special programs is dramatic and, coming at a time of sig-
nificant enrollment decline in the regular progtam, is °
cause  fér concern. A thorough review of special programs
would be dseful.

- More immediately relevant to the concerns of.this',
study is where the growth in teachers.and administrators
has occurred -- downtown in central offices or in the .
schools and area offices. According to the. report of  they

Independent Analysis Unit, the growth has occurred mainly

at the school site. When all K-12 programs are considered,
there has been a 3 percent decline in teachers, a 12 per-
cent increase in school administrators, and a 3 percent

increase in nonschool administrators. Of the 243 adminis-

‘ i}trators added between 1977-78 and 1980-8l1, 216 were school

administrators and only 27 were nonschool administrators
(Table 7 ) A

Why has there been such an 1ncrease in school adminl-‘

' strators? The Independent Analysis Unit singles out as a

possible cause the district's practice of establishing a
separate administrative structure for each major funding
source -- special education, vocational education, bilin-
gual education, and so on. This practice creates redundant
administration, and the Independent Analysis Unit has re-
commended further study to identify methods for consoli-
dating some tasks. Consolidation, however, is impeded by
federal and state funding requirements, as well as the
strict auditing requirement under which most districts
labor. To ensure that funds for special programs are spent
only on those programs, teachers and administrators are
sometimes prohibited from devoting time to other programs.
or tasks, even though it would be sensible to do so.

To summarize, unless redistricting led to a large
reduction in the number of schools operated by LAUSD, there
is no strong evidence that breaking up LAUSD into smaller,

" independent districts would lead to substantial reductions

in administration. To the extent there is "excessive" ad-
mlnlptratlon in LAUSD, it appears to be located mainly at
the school site and to result from school level coordina-

A
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tion of special programs. Redistricting per se is not
likely to solve this problem. Rather, insofar as the
legislature wants to reduce administration in LAUSD, and.
perhaps elsewhere, it might be better advised to establish
clear administrative and staffing tequirements for specialv
prog:ams and seek reductions there. ‘

T ‘Lack of Management ;nfogmati%g ﬁx%tem%. LAUSD C i
currently lacks accurate and timely financia nformation.

In a. review conducted by the accounting firm of Deloitte,

Haskins, and Sells early in 1981, the following problems

were identified: financial reports not always received on

a timely basis after the close of a period; inadequate '

links between budget and spending reports; curreat systems .
‘of reporting not, integrated and therefore producing reports 2 N
that need to be reconciled; no common financial data base :

from which to produce ad hoc reports; and an outdated pay-

roll system that is not easily maintained.

‘For efficientiy managing a district the size of LAUSD,
computerized management information is critical. The dis-
trict recognizes this and has been working on a Payroll,
Personnel, Budget and Accounting System (PPBA) and on a
student data information system. Implementacion has been
delayed a number of times.

There is no doubt that the sheer size of LAUSD has
complicated the development of a management information
system, and were a system not now under development, one
might argue that redistricting might make development and
implementation easier. However, until the status of the
‘gystem currently under development is. reviewed, it seems .
premature to assume that rediatricting would lead to better.
management of information.

C. Conclusion

v - On the basis of the existing evidence, we see only one *
_compelling economic argument for redistricting, the. poten-
tial to achieve greater efficiency or equity by redistri-
buting resources within the district. No other economic
arguments strike us as convincing. Thus, although LAUSD -
wields considerable political power in Sacramento, this has
not resulted in the district receiving a disproportionate
share of state resources for K-12 education. The possible

. exception to this conclusion is the revenue LAUSD receives
as partial reimbursement of mandated court costs, but, as
noted previously, it is difficult to attribute the provi-
sion of these funds to LAUSD's political clout. More to the
point, redistricting is not likely to solve the desegrega-
tion problem and eliminate the need for these mandated
costs. Consequently, the legislature would probably be
better advised to tackle the mandated cost issue directly

- rather than as an adjunct to reorganizing LAUSD.
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with respect to some of the other problems confronting .
the district -- administration and improved management of
information ~-- there is no question that these have impor-
tant economic effects on the district, but there is little
‘reason to believe that substantial savings in any of these
areas would result from redistricting. To the extent that
there is excessive administration in LAUSD, it appears to.
be concentrated at the school site in the coordination of
special programs and services. This is potentially a .
‘serious problem, but is one that is better addressed di-
rectly through changes in staffing requirements rather than
by hoping for unspecified changes through reorganization.
Pinally, were the implementation of an effective management
information system not imminent, there would be sound rea-

- sons for arguing that the district's presently chaotic .

‘affairs might be resolved by breaking up into smaller
~units, but in light of the efforts that have already been
made to develop an efficient and effective management in-
formagion system, it would be premature tqo weigh this
argument heavily until the new system has been evaluated.

‘"In short, if-redistricting is to be pursued, the fis-

cal justification for it must rest on concerns about. the
inefficiency and/or inequity of the intradistrict alloca-
. tion of resources rather than the inefficiency of large

districts. In our judgment, the other economic ‘benefits
- resulting from decentralization are either too small or too
uncertain to justify the costs associated with making the
transition to a new set of arrangements. There may, how=-
. ever, be compelling non-economic reasons for decentraliza-
tion. Consequently, in the section that follows, we assume
that redistricting is pursued and examine some of the fis-
cal problems that must be addressed if that course is ~
taken. . 4 ‘
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There are a number of major fiscal problems that

- would need to be solved if the legislature were to pursue
the reorganization of LAUSD. Generally, there are two fam-
ilies of options that could be pursued, one involving some
form of redistricting and the second involving internal
reorganization of LAUSD. In many respects, it is easier to
assess the fiscal implications of the first approach, for
there are fiscal issues that must be addressed regardless
of the specific form of redistricting. Assessing the fiscal
implications of internal reorganigation, however, depends
much more on the specific form that -such plans might take.
In this section, we are maifly concerned with analyzing
rdistricting options; however, we conciude the section with
some brief comments on internal reorganization.

Redistricting could be approached in one of three
ways. First, a number of new, wholly independent school ‘
districts could be created out of the present district.
Second, various parts of LAUSD could be broken off and: .
joined with contiguous districts bordering™ LAUSD. Third, -
districts bordering LAUSD could also be dissolved with
wholly new independent districts being created out of the
geographic area enclosed by the old boundaries. There are a
number of fiscal issues common to these three approaches,
and these will be discussed first under three primary
headings- 1) the distribution of .revenues for current
/QT perating expenditures, 2) the distribution of assets and
iabilities, and 3) the costs of transition. Additionally,
: the transfer of territory to other districts or the dis-
-solution of contiguous districts raise some special prob-
‘lems that will be discussed separately. -

A, The Distribution of Revenue

Basically, three factors affect the amount of money
available to school districts in California: 1) the dis-

" trict's.base revenue limit, 2) adjustments to the base
revenue limit for such purposes as meals for needy pupils
and mandated court costs, and 3) eligibility for state and
federal assistance under a variety of categorical programs.
Thegse three factors produced revenues in egess of §1.5 -
billion” for LAUSD in 1980-8l1. How would this sum be dis-
tributed if LAUSD were divided into a number of _new school
districts?.

l. Base Revenue Limits. In 1980-81,-LAUSD had a base
revenue limit of $1,78S per ADA, which yielded approxi-
mately $950 million. This sum, in addition to federal
impact aid, urban impact aid, and a few other miscellaneous
sources of revenue, provided the unrestricted resources for
support of the district's general education program. Under
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'present law, the district is free to allocate these funds
among areas and schools pretty much as it sees fit. For a
variety of reasons, these ‘funds have not- been distributed
equally on a per student basis throughout the district. As .

- displayed by Table 8, there is wide-variation among schools -

. o "in total current expenditures per -ADA for the regular edu-~

. .= cation program in LAUSD. For elementary schools, expendi-
T ‘tures per ADA in 1980-8l ranged from as little as $1,030
r ADA to as much as $3,470 per ADA, with a median ex-

penditure of $1,494. The spread among junior and senior

‘high schools was somewhat less but still substantial

: As was noted in Sectidn I, wo factors account for
most of the spending(diffe}ences among schools--school size
and differences in teach 8 salaries due to the concentra-
tion of teachers with “longer tenure at the "more desirable".
schools. Additionally, a maintenance formula based on -
square footage adds to the spending disparities. It should
be stressed that the district goes to great lengths to, - .-
ensure that student teacher ratios are equal across = . :

" schools; the spending disparities in the regular program

are not the result of some schools" having more personnel

than others.

These school' spending disparities are analyzed in
greater detail in Section III. Suffice it to say here that
. schdols with high expenditures per ADA are geographically
' concentrated in a few areas of the district (mostly in the
San Fernando Valley) and schools with low éexpenditures per
, ADA are mainly concentrated in areas downtown. Consequent-
ly, it is not likely that new districts could be created
that would have the same mix of high and low spending
" schools. Thus, if current levels of expenditure per ADA
were to be maintained in the new districts, some districts
would require more general purpose revenue per ADA than'
others. This poses a thorny problem.
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- - |  TABLE 8 -
Vatiation in Expenditures Among LAUSD 8chools
: by Type of SChool 1980-81

Y

)Y

’ . : T

Elementaty Jdr. Righ High(c)

School Characteristics

. Number, B 427,

~Standard Deviation 399

Median Size (ADA) R 545 1,412
~Instructional Exp./ADA(aL r

Maximum o 2,486 2,701

Minimum : : : 911 1,214

- Range oo 1,575 1,487
Median : _ 1,239- 1,469
Standard Deviation : 245 246

Other Ditect Exp /ADA(b) *

‘ Maximum o 1,223 989
Minimum 97 177
Range . 1,126 812

. Median 255 348

~ Standard Deviation : 181 180

Total Current Exp./ADA |
Maximum - 3,470 3,313
+ Minimum 1,030 1,444
Range : 2,440 1,869
Mediah 1,494 . 1,828
371

-75

49
2,253

‘1,918

1,087
831

“1,335°

143

661
160
" 501
383"
117

2,556
1,304
1,252
1,727

213

Source: Based on data in LAUSD Controlling Division,

Controller's Annual Report of Expenditures Classie«
fied by Schools for the FIscaT Year Ended \

June 30, 1981,

(a) Major instructional expenses include ptofessional
salaries, materials, and supplies.

(b) Major other direct expenses include custodial expenses,
repair and replacement of equipment, and
transportation..

(c) Excludes continuation and special opportunity high
schools. .
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Under restrictions imposed by state Supreme Court in
., the state is now pursuing a policy of
gradually equalizing base revenue limits across school
districts. The state has been ordered to reduce all "wealth

' related® spending disparities among school districts to

less than $100 per ADA, and it is seeking to accomplish
this equalization by gradually "squeezing®" the gap in base
revenue limits between high and low limit districts.” At
what level, then, could the state set baBe revenue limits
for the newly created districts?

Essentially, the legislature has three options. The
first and simplest approach would be to set the new base
revenue limits equal to that of LAUSD. This would require
no new state revenue and would completely satisfy the re-

.quirements of Serrano. It would, however/ result in a sub-

stantial redistribution of resources froni areas that pre-
sently have a large number of schools with high expen-

. ditures per '"ADA to areas with. predominantly low spending

schools. Under this approach downtown areas would gain at
the expense of the valley and West Los Angeles (see Section
III). To compensate for the lost revenues, formerly high
spenrding areas would be forced to close small schools and
to reduce personnel. They might gain, however, complete
control. over very valuable property and the resources from
its sale or lease (see below).

A second approach would set the new base revenue

-¥imits te reflect the current spending differences per ADA

and then subject these revenue limits to the same .squeeze
factor operating on all interdistrict inequalities in
revenue limits. New districts with low revenue limits would
be brought up to the high limit districts over time in the
same fashion that other low limit districts throughout the
state are being "leveled up." This approach has three
drawbacks., First, it almost certainly would be challenged

.in court, It is one thing to equalize old disparities over

time; it is quite another to create new disparities and
then promise to equalize them over time. Second, it is
difficult to see why downtown areas would go along with

" this '‘politically. They gain nothing except independence and

a large number of overcrowded, low spending schools, while
the valley secures its freedom from the old district, .
enjoys high current expenditures, and assumes full control
over some of the most valuable real estate-in the district.
Third, it may not be possible to draw new district
boundaries that would bring new base revenue limits within
the range now existing throughout the state. In other .
words, redistricting LAUSD would set back the whole state
in its progress in equalizing resources. As analyzed in
Section III below, the disparities among schools in
expenditures per ADA within LAUSD are much greater than the
disparities existing among districts throughout the state.
It is difficult to imagine that the court would permit the
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legislature to backslide on Serxano,

A third approach would seek to draw new district lines
to minimize the spen%jng_disparities among the new dis-
tricts, set the base/revenue limit for all the new dig-
tricts at the level the would maintain present spending in
the highést spending district, and then provide the addi-
tional revenue to bring the other districts up to the new
limit. For example, suppose it were possible to draw new
boundaries such that the highest base revenue limit ne-

‘cessary to maintain present spending patterns was $1,850

per ADA for 1980-81, compared to a base revenue limit of.
$1,785 for all of LAUSD in 1980-81. Bringing the remaining
new districts up to this new level of $1,850. would cost.
approximately $34.5 million ($65 per ADA x 531,000 ADA).
While this approach might be the easiest to sell to resi-

dents of Los Angeles, it has two major drawbacks. First, it

probably requires additional state money at a time when the
state's resources are severely constrained (however, see
the discussion of revenue limit adjustments, especially
mandated cost money, below). Second, minimizing the cost to
the state of this approach depends on minimizing the size

of the spending disparitiesJamong the new districts. Given

the geographic pattern of spending, minimizing these dis-
parities would require either a great deal of gerryman-
dering or districts of such great size that little would be
accomplished through reorganization. :

Despite the drawbacks of each approach, they do not
necessarily preclude redistricting as an option for the
legislature. The first, simple equalization, while ex-
tracting from the valley areas and West Los Angeles a high

price for independence, might be acceptable if areas losing

revenues were able to offset some of this loss with reve-
nues from the sale or lease of schools or with revenues
resulting from new legislation providing some new local
taxing power for education. The second, tying new revenue
limits into the existing procedure for spending equaliza- -
tion, while legally difficult, might work if sound educa-
tional reasons for redistricting could be established and
if the disparities in new limits could be minimized. The
third, leveling up low spending areas, while requiring
additional resources, might not require a net increase in
state aid depending on what is done with resources used for
revenue limit adjustments and categorical aid. Whatever
approach is taken, existing spending disparities among
schools will have to be carefully analyzed. We offer some

‘preliminary findings in Section III to illustrate what

needs to be done; however, if the legislature wants to
pursue redistricting, a more thorough review will be re-
quired.

2. Adjustments to the Base Revenue Limits. In

1980-81, adjustments to the base revenue limit produced an
additional $318 per ADA for LAUSD, bringing the district's
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total revenue limit to $2,103 per ADA. How would this
additional revenue be distributed among newly formed

. districts?

For the most part, revenue limit adjustments would
pose .no special difficulties. With one important exception,
the adjustments reflect situations that can easily be -
associated with a particular school or school district.

- Thus, the declining enrollment adjustment, meals for needy

pupils, the minimum revenue guarantee, and the inter-
district attendance adjustment could all be treated in this
fashion. Assuming the basic problem of school spending ‘
disparities in the regular education program was addressed
in establishi the base revenue limit, then funds allo-
cated under these adjustments could simply flow as they
were earned by the new districtg. . P

The one exception, however,\is a major one--mandated
costs'. These amounted to approximately $121 million for
LAUSD in 1979~80. Moreover, as explained in Section III,
most of this money is now included {in the regular program
expenditures, and therefore, our analysis of school
spending patterns understates the disparities among schools
in base revenue income per ADA. If one assumes that this
money would flow to targeted schools and that it is .
intended to supplement base revenue limit income, then the
redistribution resulting from establishing equal base

‘revenue limits will be even greater; on the other hand, if

existing spending disparities were initially maintained and
reduced over time, these differences would be much larger
and more subject to legal challenge. What is likely to
happen to these mandated cost revenues if redistricting
were to occur? "

Unfortunately, it is not at all clear what the status
of the integration program would be if LAUSD were redis-
tricted, as there is no precedent for dissolving a district
under court order to desegregate. The entire amount LAUSD
has received might be in jeopardy. If it were claimed that
a court mandated integration program no longer existed, it
might also be argued that the authority for this appropri-
ation also no longer existed.

" If redistricting effectively eliminated the present
integration plan and the costs associated with it, the
legislature would have at least four options with respect
to mandated cost allocations. Pirst, assuming that dese-
gregation would continue to concern the court, the money
might simply be reserved to cover the costs of desegrega-
tion plans developed for the newly created districts. N
Whether this sum would be more or less than the current -#um
is unknown and extremely difficult to predict., Second, if
court mandated costs could be expected to be less under
redistricting, .the "savings" could be applied to equalizing
disparities in base revenue limits among the new ‘districts.
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Third, asauming that mandated ‘costs were no longet an issue
under redistricting, the legislature could apply all of
these funds to "leveling up”® base revenue limits in low
spending areas. If the entire $121 million of mandated cost
revenues were applied to reducing spending disparities
among hewly formed districts, disparities of as much as
$227 per ADA ($121 million/531,000 ADA) could be elimi-
nated. Fourth, the legislature could completely cease to
allocate mandated cost revenues to the new disricts and use
the funds for other purposes. This last choice would, of-
course, Have a devastating impact on the new districts if
implemented all at once, for mandated cost revenues now .
account for almost 9 percent of total expenditures in LAUSD.
and for more than 12 percent of general purpose revenues.

Other alternatives may also . exist. However, what must ~
be clearly understood is that the mandated cost adjustment
amounts to a significant proportion of the LAUSD budget,

.that it is not evenly distributed among the schools now,
- and that considerable hardship would be imposed if it were

eliminated all at once. Under a redistricting plan, some
way would have to be found to distribute these funds fairly
or phase them out gradually. :

Categorical Revenue. Most categorical revenue
would probably continue to flow to the new school districts
as it presently does, since the requirements for eligiblity
typically depend on the characteristics of gtudents or
schools. One major exception is urban impact aid, which is
based on the characteristics of the district. Depending on
how the district boundaries were drawn, some districts
might receive more urban impact aid per ADA than others.
Indeed, some might not receive any at all, raising the
possibility of some reduction in the total amount of urban '’
impact aid going to what was formerly LAUSD. This problem
can be more thoroughly examined should the legislature
decide redistricting is worth pursuing.

B. Distribution of Assets and Liabilities

- LAUSD currently owns an enormous amount of real pro-
perty, including land, schools, other buildings, and
equipment. Land and buildings -are carried on the district's
books at a value of approximately $1.3 billion. However, -
this sum is based on cost at the time of acquisition, and
much of the property was acquired over 50 years ago. Market
value could easily be ten times this book value, and that
may be a very conservative estimate. In the debit column,
LAUSD carries a modest sum of long term voted indebtedness,
with about $200 million in'principal outstanding. No new
bonds have been issued since 1966, and current bonds will
be completely retired by 1994. How would redistricting
affect the distribution of assets and liabilities?
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Pirst, it must be recognized that just as there are
great disparities in total current expenditures per ADA
among schools, there are vast disparities in the value of
land and buildings per ADA. While data -on the current
market value of these assets have not been compiled, it is

i ‘évident that the value of individual sites, buildings, and
P equipment depends on location, age, and physical condition,
‘ ’ and these attributes are not evenly distributed throughout
the district. It can' therefore be concluded that any geo-
graphically based redistricting of LAUSD would result in an
unequal divsion of these kinds of assets ‘unless specific
plans for dealing with the inequalities were developed.
Other kinds of assets, such as buses, trucks, and other
mobile equipment would also have to bé divided up, although
these involve far smaller sums and probably could be
handled without great difficulty. How, then, might real
property be distributed?

One approach would simply allocate real property to
the new districts based on wherever property happened to be
located; no attempt would be made to compensate for the
current inequalities among different areas of the old dis- .

- trict. Combined with an approach that also set all new base
revenue limits equal, this might be appropriate. Assuming
that the value of real property per ADA is high in areas
where spending is high, then distributing real property
based on location might compensate new districts that
_"lose” on spending equalization. How equitable, as well as |
how politically feasible, this approach would be depends on
more careful analysis of how the market value of real pro-
perty is distributed throughout the district, an issue that

- will require further study if the legislature decidee to
pursue redistricting.

Another aspect of this problem that needs to be con-
sidered is the fact that the need for capital expenditures
in the future would also vary among the new districts if
LAUSD were redistricted. Séme would have high .
concentrations of older buildings needing extensive repairs
and having high maintenance costs, while others would have
newer buildings with lower maintenance and repair costs.
Because of the way the metropolitan area has grown, the
schools in the San Fernando Valley tend to be newer than
those in the central part of Los Angeles. As a result,
their need for maintenance and repair is lower. The rela-
tively low recent capital expenditures for areas 8, 9, and .
10 reflect this (see Table 9). In the central part of Los
Angeles (areas 2 and 5 particularly), the schools have a
much greater need for repair and replacement As Table 9
shows, the average annual capital expenditure during a -
three year period in area 5 was seven times the expenditure
in area 10. The seriousness of this problem depends on
whether the new districts with high maintenance would also
enjoy higher current operating expenditures per ADA.
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. Table 9
Capital Outlay and Deferred Maintenance
(Regular Programs)

No. Schools No. Pupils Avg. Annual Expenditutés

Area 1980-81 1980-81 " 1978-79 to 1980-81
‘ ($ Thousands)

1 73 - 57,520 B $1, 255

2 63 64,706 3,494

3 70 57,414 1,415

4 65 - 40,272 2,155

5 62 60,347 3,529

6 66 55,232 1,553

7 65 - 46,341 1,762

8 74 50,615 : 1,074

9 68 40,377 1,231
10 66 36,343 506

{ Source: Based on data in LAUSD Controlling Division,

controller's Annual Report of B nditures
for the Fiscal Years

Ending in June 1979, June 1980, and June
1981.




A second approach to dealing with the LAUSD's capital
stock under redistricting would create a special district
responsible for managing all the real property of LAUSD.
This special district would lease facilities to the new ’
districts, maintain the property, and manage the sale of
property and new construction. To minimize maintenance
costs, care would be needed to ensure that lease arrange-~
ments contained effective financial incentives for tenants
to care for the property, but as with any commercial
arrangement, this should not pose an insurmountable pro- -
blem. An attractive feature of this approach is that it
might greatly discourage underutilization of schools.

Since the districts would have to lease their facilities at
fair market rates from the special district, they would
have powerful incentives to consolidate small schools. As
space then became available, the special district managing
this real estate would be able to lease or sell schools to
private concerns, using the revenue to address problems of
overcrowding in other districts.

Additionally, such a special district would greatly
simplify retiring existing debt. Property taxes levied to
retire voted indebtedness are protected from the one
percent tax rate limit established by Proposition 13. The
district now levies a modest rate above the one percent
"levy to retire debt. The simplest approach to debt
retirement in the event of redistricting would be to
continue to levy this rate against all property in the area
constituting the old district. As the sum ig small, this is
probably the most reasonable approach. However, residents
of some areas might argue, justifiably, that the benefits
. of bonded debt have not been distributed equally throughout
the district. If these residents also experienced lower
expenditures per ADA because of lower base revenue limits,
they might resist rediatricting even more strongly. While
it is possible but tedious to determine how the proceeds of
bonds were spent and thus allocate benefits geographically
to new districts, Proposition 13 makes it virtually
impossible to adjust the voted indebtedness tax rates
accordingly. Consequently, a special district, established
to manage all the real property and debt of what was
formerly LAUSD would seem a sensible approach to the dual
problems of distributing assets and liabilities.

C. The Costs of Transition

If a decision is made either to change the current
administrative structure to a more decentraligzed one or to
redistrict LAUSD completely, certain one-time costs will be
incurred in order to make the transition. They fall into
two major categories: - planning and implementation. No

attempt has been made to make precise estimates of these
costs, but it seems probable that the planning costs would
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be greater than the implementation c03ts.‘

1. Planning. Extensive plans would be necessary for
_any type of reorganization. For administrative decentra-
“lization, plans would have to be developed to assign
responsibilities for epecific {unctions, to specify their
interrelationships, and to set up new facilities to- ac-
commodate them. In other words, a new detailed organization
chart would have to be developed. A staffing plan would
also be needed to indicate which individuals would £ill
specific jobs and_what would happen to those now serving in
the centtal office and administrative area offices.

If redistricting were pursued, the planning require-
ments (and therefore costs) would be much greater than for
administrative decentralization. Some of these requirements
have already been discussed in earlier sections of this
report. District boundaries would have to be established
and pupils assigned to the new districts; a means of
establishing revenue limits would have to be. developed;
distribution of capital assets and debt would have to be
.dealt with; and a plan for dealing with existing contracts
"would have to be developed. And, as in the case of
administrative decentralization, new administrative
structures would have to be established and a staffing plan —
created,

Considerable time and resources would have to be
allowed to conduct the necessary analyses and develop these
plans. Outside technical assistance would most likely be
necessary, at least to deal with the financial and legal
issues.

2. Imglégentation; with any kind of reorganization,
costs would be incurred for closing down existing facili-
ties and for disposing of or redistributing supplies and
equipment. Additional costs would be incurred for esta-
blishing new offices, and for hiring or transferring new
personnel. Unforeseen technical and legal problems might
also arise during implementation and impose additional
costs.

Pinally, intangible costs would be incurred because of
the disruption of old routines. Personnel would be less
efficient for some time until they learned new routines and
established new communication links with the schools and
new administrative offices.

D. Issues Related to Transfer or Disgolution

The issues raised above apply to any approach that
would seek to transfer parts of LAUSD to adjacent school
districts. However, in the case of territory transfeps, one
additional factor needs to be considered, namely, what

..
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_happens if the the base revenue limit of the adjoining ,
district is not egqual or close to equal to that of LAUSD.
‘Consider first the case of an adjoining district with a _
revenue limit higher than that of LAUSD. Unless the legls-
lature were willing to reduce the revenue limi the ad-
joining district, transferring part of LA would Tost the
state money, the precise amount dependipng on the revenue
limit of the contiguous district and on the ADA of that .
part of LAUSD being joined to it. ,

. Second, in the case of an adjolnlng district with a
lower revenue limit, two problems arise. Pirst, the
transfer may be strongly resisted by that part of LAUSD
being transferred if it is perceived that the quality of
education is lower in the adjacent district because :
spending is lower. Second, the adjacent district will also
resist the ‘transfer if it anticipates that it will have to
- cover. the higher costs that result from small school size
and high salaried teachers in the area being transferred.
In both cases, additional state money .to equalize the base
" revenue limit at the higher level is probably the only in-
centive that will obtain local acceptance of the transfer.

Obviously, such problems would be compounded if the
legislature sought to dissolve some or all of the dletrlcta
bordering LAUSD before defining new district boundaries.
These problems are not technically insurmountable, but
their complexity would make it difficult to attain any
rational political discussion and resolution at either the
state of local lq\gl.

E. Piscal Implications of Internal Reorganization

Internal reorganization undertaken voluntarily by
LAUSD could have important effects on costs and expen-
ditures per ADA, as well as on the allocation of resources
within the district. However, lacking a specific suggestion
for internal reorganization, it is impossible to determine
what these effects might be. More importantly, for purposes
of this study, we see no fiscal implications for state
policy that would result from voluntary internal changes.

o1
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III Mmmne gamans IN LAUSD

As indicated in‘Section IX, if LAUSD were rgd;strict-
ed, revenue limits would have to be established for each of
the new districts. Depending on the option chosen to set
these new limits, .immediate to longterm changes would occur
in the levels of spending per ADA in each of the new
districts. It is therefore important to gain an under-
standing of the current expenditure patterns within LAUSD
and the problems they could cause if redistricting occur-
red. The nature and severity of the problems are factors to
be weighed in deciding whether or not to redistrict, and
therefore, they need to be examined carefully.

The following is a first attempt to analyse the ex- .
penditure patterns within LAUSD to try to discover what the
existing patterns are and to develop a sense the degree of
revenue redistribution that would result from redistrict-
ing. Regardless of héw base revenue limits were initially
set, some of the new districts would enjoy higher expendi-
tures per ADA, either because existing expenditures per ADA
had been maintained or because existing disparities had
been equalized. To clearly understand the effects of re-
districting and their implications for equity, the redis-
tribution effects need to be described as clearly as pos-
sible before any final legislative decisions are made. We
have therefore tried to answer the following questions:

(1) How do per pupil expenditures currently vary
among schools?

(2) How is this variation distributed geographically?

(3) Could new districts be created without great aif-

: erences in per pupil expenditures?

(4) If new districts were created to try to minimize
per pupil expenditure differences, what would be
the impact on the racial/ethnic composition of
the new districts? .

In trying to anawer these questions, we were limited
by time and resource constraints to data that were readily
accessible. We therefore relied on the LAUSD Controller's

ort of Expenditures Clagssified by School for
1980-81, the most recently available report. The Control-
ler's report classified expenditures in the fellowing cat-
egories: -

(1) Instructionél and related expenses (includes
teachers, administration, and materials)

(2) All other direct school expenses (includes custo-
dial, repair and maintenance, transportation)
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{3) Total current expense (instructional plhe all
~ other direct)

(4) Capital outlay and deferred maintenance (includes
land, new buildings and equipment, deferred main-
tenence)

(5) Total direct expense (total current plus capital
outlay and deferred maintenance)

Additionally, it reports expenditures in each of these
categories for each school for:

(a) Regular Programs
(b) Summer Programs
(c) 8pecially Punded Educational Programs.

For this analysis we used the Total Current Expense
for Regular Programs for all the area-administered schools,
which include the regular elementary, junior high, and high
schools. Excluded here were special education schools,
adult schools and regional occupational centers.
Expenditures for specially funded programs were ignored
because these would not be likely to change significantly
as a result of redistricting. Purther, because summer
program expenditures occurred at only a small number of
schools and involved only trivial amounts per ADA, these
expenditures were also ignored. Finally, capital
expenditures were not included because they vary ,
considerably from year to year for any particular school.
Por example, a school might get a new toof one year and
nothing the next. Consequently, one year's expenditures
could not be relied on to be representative of what is
typically spent for that school. S8ince capital expenditures
only amount to 1.68% of total schoolbased expenditures,
excluding them should not significantly alter our findings
on the general pattern of expenditures. .

. The major limitation of these data for our purposes is
that expenditures are not linked to specific funding
sources. Because we are most interested in distributional
consequences of new revenue limits, it would have been
desirable to identify precisely the expenditures presently
funded from revenue limit income; however, this was not
possible with the data available for this study. PFor-
tunately, most of the expenditures reported for regular
programs are in fact funded from base revenue limit income.
The major exception is the integration program, which is
funded for the most part from a special revenue source, but
for which expenditures are categorized as regular program
expenditures. Without knowing school-by-school ex-
penditures for integration programs, we could not exclude
them from our analysis of regular program expenditures.




Because of the distortions caused by this problem, the
expenditure data used for this analysis can be relied on
only for identifying general patterns. Bstablishing actual
revenue limits for new districts would require analysis of
more detailed data relating expenditures to funding
sources. Such data are maintained by LAUSD, but their
analysis is beyond the scope and resources of this parti-
cular project. ‘

A, Variation in Bxpenditures

There is wide variation in per pupil expenditures
among the schools in LAUSD. Moreover, as Table 8 shows,
there is more variation in some types of expenditures than
others and in some types of schools than others.

The lowest spending school in 1980-81 had expenditures
of $1030 per ADA, while the highest spending one had ex~-
penditures of $3470 per ADA, more than three times higher.
(Table 8). This intradistrict variation i3 to be expected.
The Controller's expenditure report lists a number of
causative factors:

varying transportation needs

- school size - (larger schools generally have lower
costs per ADA)

- salary differentials and additlonallstaffing and
materials in urban impacted schools

- staff seniority differences
- discretionary Area funds ©
- varying site size and special requlfements

- ‘vandalism expenses

rates of absenteeism (crea;ing need fog substitutes)

As Table 8 also shows, the variation in other direct
expenditures is greater than the variation in instructional
expenditures. For example, in the elementary schools, the
instructional expenditures in the highest spending school
are about two and a half times those in the lowest spending
school. Other direct expenditures, on the other hand, are
over 12 times as great in the school with the highest other
direct expenditures as in the one with the lowest. The
differences in the junior and senior high schools are
similar although not as dramatic. -
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This variation is readily explainable by looking at
some of the important components of the other direct costs:
~  custodial costs, painting and repairing costs,.schodl

- equipment repair and replacement costs, and transportation
costs. It 'is reasonable to assume that the. need.for these
expenditures will vary considerably from school to school-

with respect to school type, the interschool variation
is greatest in the elementary schools. .This is to be ex-
pected since there are more elementary schools and they
tend- to be smaller than the secondary schoois.

. . We must emphasize again that these differences in .
expenditures per ADA amofg schools have many causes. In - .
-some instances--such as transportation, insutance costs,
staff seniority differences--they are curréntly  — -
‘'unavoidable. In other cases, as discussed in Section I,
they may be due,’at least in part, to the inefficiencies
-associated with operating small underutilized schools.
While in our judgment, school size appears to be the major
factor accounting.for the disparities, this needs much more
thorough analysis, and our conclusion should be con-
sidered preliminary at best. .

. While ‘it is not possible given the scope of this study
to undertake a more thorough analysis of, the causes of
school spending disparities, it is possible to examine how
these disparities are geographically distributed and v
‘analyze their implications for redistricting. If the high
and low spending schools are distributed mMather evenly
throughout the district, then the interdistrict disparities .
in newly formed districts .are not likely to be very great,
and the problem can be ignored as a redistricting issue.
I1f, on the other hand, high and low spending schools tend
to be geographically concentrated, problems of large _
interdistrict disparities must be addressed. We therefore
turn next to the geographic distribution of the variation.

B. Geographic Distribution of the variation

, Since the precise number of new districts that would
be created and their boundaries are not known, we decided
to" analyze the geographic patterns of expenditures using
the ten existing administrative areas as illustrations.
Expenditures per ADA are not distributed equally throughout
the district. If they were, the average amount spent per .

ADA would be approximately the same in each‘Area. Table 10
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Tablée 10 . .
Total Current Direct Expenditures/ADA N
~Regular-Program 1980-81 ' - —_
s Area  ADA Elem.  Jr. High Sr. High Total(a) \
1 57,520 -  $1,421 $1,642 $1,607  $1,541
. 2 64,706 1,344 1,803 1,709 1,515
3 57,414 1,466 1,946 1,809+ 1,634
4 40,272 - 1,780 1,964 1,793 1,846
5 60,347 1,419 1,654 1,638 1,570
6 55,232 1,313+ . 1,744 1,704 " 1,498
7 46,341 - 1,341 1,652 -1,517+ 1,456+
. 8 50,615 1,506 " 1,836 1,802 1,688 '
9 40,377 - 1,701 ~-. 2,054 1,785 1,830
10 36,343 1,833 2,191+ 1,756 1,940*
ToTAL (b) ° " 1,462 1,833 1,718
Differenqe“BetQéeﬁ | v '
Highest & Lowest = 520 549 292 .. 484
;  Source: Based on data in LAUSD Controlling Division, Con- : -
Lo ’ troller's Annual Report of Expenditures Classified
‘by Schools for the Fiscal Year Ended June 30,
1981. .

(a) Includes elementary, junior high, senior high, junior
. and senior high combined,.magnet, continuation high and
opportunity schools. -

(b) Area administered expenditures only.

-* Highest
+ Lowest
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shows that this is not the case. The average total current
direct expenditures for regular programs (for all types of
schools -- elementary, secondary, magnet, continuation, and
opportunity schools) ranges from a low of $1456 per ADA in
Area 7 to a high of $1940 in Area 10: The three highest
spending Areas, 4, 9, 10, are in west Los Angeles and the
western part of the San Fernando Valley (see Figure 1).
Areas 9 and 10 also happen to be the Areas with the
greatest percentage of Whites, with-53.0% and 59.8%
respectively (see Table 1l). Area 4 is more mixed, with
42.08% Blacks, 31.5% Whites, and 19.3% Hispanics. The three
lowest spending* Areas, 2, 6, and 7, are all located in the
eastern part of Los Angeles. As Table 1l shows, these three
Areas have the highest proportions of Hispanics of all the
Areas (69.1% in Area 2, 91.7% in Area 6, and 53.7% in Area
7). Area 7 also has a slightly greater than average
proportion of Whites (27.7% as opposed to 23.8% for the
area schools as a whole). , '

Looking at expenditures for -each level separately, a
similar pattern of highest spending in Areas 4, 9, and 10
holds for the elementary schools and junior high schools.
In the high schools, Areas 3, 8, and 4 have the highest

- spending rates. The absolute differences in spending among

the high schools is not as great, however. The lowest
spending Areas are 2, 6, and 7 for the elementary schools;
and 1, 5, and 7 for the junior high and high schools.

According to Table 10, there is almost a $500 per ADA
difference between the highest and lowest spending Areas.
Specifying precisely what proportion of this $500 disparity
is attributable to legitimate causes such as varying
transportation costs and what proportion is attributable to
more questionable causes such as underutilized schools
cannot be determined from data available to this study:;.
more analysis will be required if the legislature pursues
redistricting. However, it is worth noting that, statewide, -
approximately 75% of the unified districts are within $100
per ADA, higher or lower, of the statewide median expendi-
ture per ADA and that these districts include 93% of the
ADA. Thus, if the legislature elected to maintain existing
spending levels in newly formed districts, redistricting
LAUSD would greatly retard the process of achieving state-
wide equalization. Immediate equalization of the new dis-
tricts, however, will produce substantial redistribution of

- resources among the new districts and possibly cause fiscal

crisis in a number of them.

To examine the expenditure patterns in more detail, we
also analyzed the within Area variation. To do this, we
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Table 11.
Pupil Race/Bthnicity in LAUSD Administrative Areas
PFall 1980
Amer. Indian Black/Not Asian/ . White/Not
Area Alaskan Nat. Hispanic Pac. Is. Bispanic Hispanic
1 0.6% 20.5% 14.0% 37.3% 27.7%
2 0.3 23.3 0.9 69.1 6.4
3 0.0 71.8 0.8 22.5 4.9
4 0.4 42.0 6.9 19.3 31.5
5 0.2 - 26.4 12.8 47.3 13.3
6 . 0.3 1.5 5.2 91.7 1.4
7 0.6 3.1 14.9 53.7 27.7
8 0.8 11.9 6.5 39.2 41.5
9 0.6 12,0 ~ 5.1 29.3 - 53.0
10 0.7 12.4 5.8 21.4 59.8
AREA ’
SUMMARY 0.4 23.3 7.2 - 45.2 23.8
Source: LAUSD ‘Research and Evaluation Branch, Racial and

Ethnic Survey Fall 1980. Publication No.
March 1981.

390,
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took all the schools of - the three major types. (elementary,
junior high, and high) and ranked them according to ex-
penditures per pupil. Next we divided each type into three
equally sized groups, designating them low, medium, and

high spending. We then determined how many low, medium, and

high spending schools of each type there were in each Area.
The results are shown in Tables 12~14. The total numbers of
low, medium, and high spending schools of all levels in

- each Area were also calculated (see Table 15).

: These tables show clearly that the high and low
spending \schools are not spread out across the district but
are concentrated in specific regions. FProm Table 16 it can
be determined that 60.4% of the high spending schools are
in only three Areas (4, 9, and 10); and that 65.08 of the
low spending schools are, in. only four Areas (1, 2, 6, and
7). Area 8 is the only one with a roughly even number of
low, medium, and high spending schools. Similar patterns
are found when the different types of schools are examined
separately (see Tables 12-14). ‘

The geographic distribution of the low, medium, and
high spending schools is illustrated graphically in Figure
2. It-shows clearly that not only are the high and low
spending schools concentrated in specific Areas, but the
Areas are contiguous. The high spending Areas are clustered
on the west (although Area 4 is separated from Areas 9 and
10 by the mountains) and the low spending ones spread along
the eastern side of the district. This indicates that it
would probably be very difficult to combine high spending
- schools with low spending ones to create new districts: that
did not have large disparities on their average expendi-
tures per pupil. . . _

The most.important conclysion to be drawn from this
preliminary analysis is that a redistricting plan that
created new districts similar to the existing Areas would

- have clear winners and losers. Onder existing state law and

school finance provisions, the existing spending .dispari-
ties would eventually have to be phased out. Thus, while it

is now legal--and in some instances justifiable--for LAUSD -

to spend significantly more per ADA in one part of the
district than another, these differences would have to be
eliminated if LAUSD were broken up into smaller, indepen-
dent districts. Moreover, unless districts were permitted
to ralse additional revenue by other means, the changes
resulting from expenditure equalization would have differ-
ent implications for different racial and ethnic groups.
The  predominantly white areas in the valley and west Los
Angeles would, in the long run, have lower expenditures per

6u
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Table 12 '
, Medium, and High Spending Elementary Schools by Area
1980~-81
(Based on Total Current Direct Expenditures)

»

Number of Schools , "‘7 Percent of Schools

_Area Low(a) Medium(b) High(c) Total Low Medium High Total

5

18 20

1 8 46 4 1.4.2 5.7 10.8
2 20 - 14 5 39 13.8 9.9 3.5 9.1
3 14 22 9 45 9.7 15.6 6.4 10.5
4 2 13 - 25 40 1.4 9.2 17.7 9.4
5 . 1 20 6 37 7.6 14.2 4.3 8.7
6 30 10 2 42 20.7 7.1 1.4 9.8
7 27 13 9 49 18.6 9.2 6.4 11.5
8 14 16 14 44 9.7 1.3 9.9 10.3
9 5 10 28 43 3.4 7.1 19.9 10.1
10 4 3 35 42 2.8 2.1 -24.8 9.8
TOTAL 145 141 141 427 100.0 100.0 100.0 100.0

30 1981

(a) Low = up 'bo $1374 per ADA.
(b) Medium = over $1374 up to $1693 per ADA.
(c) High = greater than.$1693 per ADA.

- - -
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. ' 4 Table 13 » ,
Low, Medium, and High Spending Junior High Schools by Area

1980-81

(Based on Total Current Direct Expenditures)

~ Percent of Schobls
Total Low Medium High Total

Number of Schools

High(c)

Area Low(a) Medium(b)
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| : Table 14
- Low, Medium, and High Spending High Schools by Area

1980-81

(Based on Total CQurrent Direct mpendituré)

‘Number of sahoois

Percent of Schools

Total Low Medium High Total

High(c)

Area Low(a) Medium(b)
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t ‘ , : Table 15 -
1960-81 ‘ : ‘
(Based on Total Current Direct Expenditures)

Number of Schools Percentodeioola

Area Low(a) Medium(a) High(a) Total Low Medium High Total

1 -27 - 23 9 59 14.5 12.6 4.9 10,7
2 26 16 - 9 S1 14.0 8.7 4.9 9.3
3 16 - 26 16 58 8.6 1l4.2 8.8 10.5
4 3 19 31 53 1.6 10.4 17.0 9.6
5 18 23 8 49 9.7 12.6 4.4 8.9
6 33 16 2 51 17.7 + 8.7 1.1 9.3 -
7 35 15 9 59 l8.8 - 8.2 4.9 10.7
8 17 22 19 58 9.1L° 12.0 10.4 10.5
9 7 15 35 57 3.8 8.2 19.2 10.3
10 4 8 4 56 2.2 4.4 24.2 10.2
. TOTAL 186 183. 182 551 100.0 100.0 100.0 100.0

Source: Calculated fram Tables 11-13.

* (a) Low, Medium, and High are as defined in Table 11 for
elementary schools, Table 12 for junior high schools,
and Table 13 for high schools.




‘Table 16
Distribution of Low, Medium, and High Spending Schools within Areas
1980-81 .
(Based on Total Current Direct Expenditures) v -

Number of Schools.  percent of Schools

Area Low(a) Medium(a) High(a) Total Low Medium High Total
1 27 23 9 59 45.8 . 39.0 15.3 100.0 |
2 26 16 9 51 51.0 31.4 17.6 100.0 , |
3 16 26 16 58 27.6 44.8 27.6 100.0 o
4 3 19 31 53 5.7 35.8 58.5 100.0 b
5 18 23 8 49 36.7 46.9 16.3 100.0 |
6 33 16 2 51 64.7 31.4 3.9 100.0
7 35 15 9 59 59.3 25.4 15.3 100.0
8 17 22 19 58 29.3 37.9 32.8 100.0
9 7 15 35 '57 12.3 26.3 6l.4 100.0

10 4 8 44 56 7.1 14.3 78.6 100.0

TOTAL 186 183 182 551 33.8 33.2 33.0 100.0

Source: Calculated from Tables 11-13.

(a) Low, Medium, and High are as defined in Table 11 for
elementary schools, Table 12 for junior high schools,
and Table 13 for high schools.
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ADA, while the predominantly Hispanic areas in the eastern
part of Los Angeles would experience substantial revenue
gains. This shift, however, concerns base revenue limit
revenues only. Current law does not address differences in
physical facilities among districts. Thus, if the newly
formed districts assumed full rights to school property
within their boudnaries, the new districts with reduced
base revenue limit income might be able to offset some of
these reductions with revenue generated from the sale or

lease of property. Under current law, income from the sale

or lease of property does not offset revenue limit income
and accrues entirely to the district. (See discussion in
Section II).

- C. Redistricting to Minimize Interdistrict Inequalities

Prom the preceeding analysis it is clear that if the
existing Area boundaries were used as boundaries for new
districts, there would be sizeable differences in the
average expenditures per pupil. Since the revenue limits of
any new districts would have to be equalized eventually, it
would be worth trying to draw the new boundaries to mini-
mize at the outset the differences in expenditures per ADA.
The question then becomes: Can alternative boundaries be
determined that would create districts with more equal
expenditures per ADA than the boundaries of the exisiting
Areas?

A thorough answer to this question would require a
computer simulation model combining and recombining schools
within given constraints (such as distance apart) to find a
combination that produced acceptably low interdistrict
variation in average expenditures per ADA. Such a model is
beyond the scope and resources of this project but would be
valuable if redistricting were decided upon.

Nevertheless, with the data available, some conclus-
ions are possible:

1. There is no way to avoid a conpentration of high
spending schools in the western part ofl the San Fernando
Valley. As Table 16 shows, 78.6% of Area 10's and 61.4% of
Area 9's schools have high expenditures per ADA. To lower
the average expenditure per pupil in these Areas, some of
these schools would have to be paired with low spending
schools from other Areas, and there are no Areas with low
spending schools nearby.

2. Going to the other end of the district, there is
no way to avoid having Area 1 remain a concentration of low
spending schools. (Now 45.88 of its schools are low spend-
ing). As can be seen in Figure 2, Area 1 is a long, narrow
district with only a small part contiguous with the rest of
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LAUSD. Of the 10 schools closest to the boundary with Area:
3, four are high spending and three are medium spending.
Therefore, removing them from Area 1 would only lowe; the
average expenditure per pupil for Area 1.

3. There is no way to avoid having the part of the
‘district now in Areas 2 and 6-remain a concentration of low
spending schools. Well over half of the schools in both of
these districts are low spending (64.7% in Area 6 and 51.0%
in Area 2), and there are no contiguous Areas with a sur-
plus of high spending schools.

4. No improvement in the balance of low, medium, and
high spending schools in Areas 3 and 4 would be achieved by
adding to Areas 4 the western part of Area 3 that is con-
tiguous with Area 4 now. The schools in that part of Area 3
are all high spending, so adding them to Area 4 would only
exacerbate the disparity between these two Areas. However,
the section of Area 4 that is close to Area 3 (see Pigure
2) contains 6 high spending elementary schools. If some or
all of these were added to Area 3, the discrepancy in the
average expenditure levels of these two Areas would be
somewhat reduced. ) '

S. An examination of Figure 2 suggests the possibil-
ity that the part of USD now covered by Areas 7 and 8
could be redistricted id such a way that the differences in
the average expenditures per pupil could be reduced. Look-
ing at the actual expenditures per pupil of some of the
schools, however, makes this seem less feasible. The ele-
mentary schools in the northern part of Area 7 are all high
spending, so it would not make sense to cut off that part
of Area 7. There are some low spending schools in the mid-
dle section of Area 7, but they could not be added to Area
8 without cutting Area 7 into two parts~!g else taking the.
high spending schools away too. )

In short, it would be virtually impossible to break up
LAUSD into smaller, independent districts without creating
districts with significant spending disparities among them.
This would be the case regardless of whether one used
boundaries of existing Areas or determined new district
boundaries. Because of the large size of the existing Areas
(36-65,000 pupils), creating new districts larger than the
existing Areas simply to reduce expenditure disparities is
impractical; not only would any advantages of smaller sized
districts be lost but also there would.no longer be any
incentive to attack a major cause of expenditure dispar-
ities--small schools. Nor would creating a larger number of
smaller districts solve the problem of spending dispari-
ties. Because of the way the schools are distributed within
the Areas, such an approach would only exacerbate the
inequalities.
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. disparities would have to be undertaken.

concentrations of W
-had relatively high concentrations of Hispanics. We could

, . . 3
. Consequently, if a decision is made to redistrict "

LAUSD, policy makers must be _prepared to deal with these

inequalities. If they wish ‘to minimize the inequalities

~ before establishing new districts, some way other than

manipulating boundaries will have to be found. One possi-
bility would be require closing small schools,. not only in
LAUSD but in all districts throughout the state. A second
possibility would be to require mandatory transfer of..
teachers in LAUSP. This would reduce some of the ineguali-
ties among districts, because disparities in teacher sal-
aries ‘have been shown in other studies to be a major reason
for spending differences among schools (see Bernard'R.

Gifford, Towards a ﬂggkgble Remedy: - Maximizin

Poli¢ies in the Los Angeles Unified School District — A
Response to the Crawford Mandate. Report to Judge:Paul ‘
Egly, Superior Court of Los Angeles County, Novemer 1978).

.While tranferring teachers would reduce~inequa11ties, it

might be undesirable or impractical for other reasons.
Teachers are not likely to react favorably to such a pol-"
icy. However, before.any final recommendations can be" made,
a detailed examination of the reasons for the spendlhg /

i

D. Raci Ethnic Im lications of Redistricting,to Minimi ze E
Per 11 Ex endxture Ine ualIties

The final questlon to be addressed is: If new
districts were created to try to minimize per pupil - .
expenditure differences, what would be the impact on the
racial/ethnic compositxon of e new dxstricts? Since we
were unable to develop a redistricting scheme that would
result in only small ‘diffeéerences in per pupil’'expenditures,
this question cannot really be answered. ' \
Nevertheless, a few comments on race/ethnicity and
expenditures are appropriate here. Table il shows that the
existing Areas are rot racially balanced now. Our analysis
showed that the higﬁ}st spending Areas had relatively high
tes; while the lowest spending Areas

therefore conclude that any attempt to equalize expendi-
tures, among these .areas would result in a redistribution of
resources from Whites to -Hispanics.

Since LAUSD has been under a court order to desegre-
gate its schools, any redistricting plan must deal with the
issye of desegregation quite apart from the financial
implications of redistricting. At this point wechn only
say that if redistricting is Seriously pursued as an option
for LAUSD, analysis of racial/ethnic data and financial
data should be done together so that the impact of deseg-"
regation plans on spending 1nequa11t1es and the impact of
redistributing resources on various racial and ethnic
groups can be monitored.

*
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IV. . SUMMARY AND CONCLUSIONS

. The primary purpose of this study was to address two
broad questions: .

(1) Is there a fiscal rationale for redistricting
LAUSD?

(2) what would be the fiscal implications of
redistricting?

In attempting to answer the second question, it became
clear that redistricting would require redistribution of
funds within what is now LAUSD. Thus in order to fully
understand the fiscal implications of redistricting, a
third important question had to be addressed: .

(3) what are the current expenditure patterns within
.LAUSD? ,

In this final section, we summarize our answers to these

questions and present our conclusions.

A. Is There-a Fiscal Rationale for Redistricting?

The two major fiscal arguments that have been advanced
as reasons for redistricting LAUSD are: 1) that LAUSD's

‘political power in the legislature results in the

district's securing more than a prqportionate share of the
public resources devoted to education; and 2) that
extremely large districts are inherently inefficient and.

‘should be replaced by smaller districts closer to some

optimal size for school districts.

With respect to the first argument, we do not find

. very strong evidence of an overconcentration of political

power in LAUSD siphoning educational resources away from
other districts. To the extent that LAUSD has fared better
than other districts, it has been because the district has
been eligible for mandated cost assistance for its

. desegregation program. LAUSD's share of general purpose

revenues is very-close to its shares of ADA and enrollment.
With respect to special purpose revenues other than
mandated costs, it could even be argued that LAUSD receives
a disproportionately small share considering its proportion
of eligible students.

It is clear, however, that LAUSD has benefited greatly
from receiving funds for mandated costs. In 1979-80, the
district received approximately $121 million (over 80
percent of total state funds allocated for this purpose).
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Nevertheless, the district played a relatively minor réle
in the passage of the enabling legislation. It is therefore
difficult to conclude that LAUSD has used its poLitical
clout to gain favorable treatment.

In conclusxon, breaking up LAUSD would not be an
. effective way to free resources for other districts. If the

legislature wishes to achieve such a goal, dealing directly

with mandated costs would be more appropriate.

We also find little evidence to support the argument
that LAUSD is too big to be efficient and should be
replaced with smaller districts closer to some optimal

size. The many studies on economies of scale in schools and

school districts have yielded inconclusive results. There
are theoretical reasons for expecting very large and very
small districts to be less efficient than medium sized
ones, but the ranges over which economies and diseconomies
have been found vary too much for there to be any agreement
on an optimal size. It is true that LAUSD's per pupil
expenditures for maintenance and administration are higher
than the statewide average. However, it is difficult to say
to what extent this{is because of the district's large size
and to what extent it is due to its urban character, high
concentration of students with special needs, and older
facilities, or both. Direct comparisons with other
districts are difficult, but the fact that Oakland, only
one tenth of LAUSD's size, but with similar problems, has
similar per pupil expenditures for maintenance and
administration suggests that size may not be the most .
important factor. In short, we are skeptical of attributing
inefficiency to large size alone.

Nevertheless there are some serious concerns about the
‘way LAUSD manages its resources. We describe these briefly
here and consider whether redistricting would be likely to
help solve these problems.

A major concern is that LAUSD operates a large number
of very small schools in some parts of the district while
there is serious overcrowding in others. The per pupil
administrative cost of operating small schools is much
greater than for larger ones. It can therefore be argued-
that it is inefficient (and also inequitable) to operate so
many small schools (118 of the 427 elementary schools have
fewer than 500 pupils),: especially when resources are
needed elsewhere to relieve overcrowding.

Would redistricting change this? Not necessarily, if
‘underutilization exists because of local opposition to
school closings. It can, however, be argued that the ‘
district is able to divert resources from other areas or
functions 80 cover the high costs of small schools only
because it is very large., If this is true, redistricting

\J
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might increase efficiency. by forcing new smaller'districts
to close at least some of the small schools.‘

LAUSD has also been accused of excessive
administration. While an exhaustive examination of the
charge was beyond the scope of this study, available data
suggest that to the extent there is excessive
administration in LAUSD, it appears to be located mainly at
the school site and to result from school level
coordination of special programs. This is a serious
problem, but one that can be addressed directly through
changes in staffing requirements for these programs. There
is no reason to believe that redistricting per se would
bring automatic improvement.

- It is our conclusion that the primary benefit of
redistricting LAUSD would be that it would force the
redistribution of financial resources in a way that would
lead to a more equitable, and potentially more efficient,
distribution of resources. As described in Section III,
there is wide variation among schools in expenditures per
pupil, particularly in the elementary schools. Moreover,
. the high and low spending schools are not randomly
distributed throughout the district. Schools with high
- expenditures per ADA are concentrated in the San Fernando
Valley and West Los Angeles, and schools with low
expenditures per ADA are concentrated in the downtown area.
Consequently, any redistricting plan would result in the
creation of districts with unequal revenues. Under the
restrictions imposed by the state Supreme Court in Serrano
vs. Priest, these revenues would have to be equalized,
either immediately or within a few years. The result would
be a significant shifting of resources from the high
spending to low spending areas.

This redistribution would clearly lead to greater
equity. while the link between expenditures and quality of
education is still being debated, current state law is
clearly directed at equalizing expenditures among
districts. With the state worrying about interdistrict
differences in spending of $100 per pupil among districts
with only a few thousand enrolled, it seems inequitable to
ignore the substantial intradistrict disparities that exist
. within LAUSD.

. There is reason to hope that such a redistribution of
resources, in addition to increasing equity, would also
lead to greater efficiency by forcing the closure of
excessively small schools. One reason it has been possible
to keep these schools open is by counterbalancing them with
overcrowded schools in other areas. If smaller, independent
districts were created, this would be much harder to do.
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To summarize, if redistricting is to be pursued, the
fiscal justification for it must rest on concerns about the
efficiency-and equity with which intradistrict resource
allocation is done rather than on the’jinherent inefficiency
of large districts or their political power at the state
level. An important question is therefore whether any
redistribution of resources could be effected without the
drastic step of redistricting. In theory -it could, and the
possibility of doing so should be explored Finally, fiscal
equity and efficiency are only two factors to consider when

_evaluating the pros and cons of redistric¢ting. We could not

recommend redistricting on the basis of them“alone.

B. Piscal Implications og;ggp:qgnizétion

If LAUSD were to he redistricted, the two major
problems would be how to distribute revenues for current
operating expenditures and how to distribute existing
assets and liabilities. In each case, there are a number of
options, each of which would yield quite different results. .

Cuyrrent operatingvexpenses are covered mainly by funds
received through the district's base revenue limit. In

. 1980-81, LAUSD had a base revenue limit of $1785 per ADA.

I1f new, independent districts were created, the legiglature
would have three options: 1) set the base revenue limits
for the new districts equal to the base revenue limit for

" LAUSD; 2) set the limits equal to current expenditures per

ADA and equalize over time; and 3) draw new dlstrict
boundaries to minimize spending disparities, set the base
revenue limits equal to the higRest spending districts,
then provide the additional revenue needed to bring the
other districts up to the new limit. N\

Adjustments to the base revenue limit are generally
associated with schools or pupils and would therefore cause
no problem. They would simply follow them to the new
districts. The one exception is mandated costs. Since these
are tied to LAUSD's integration program, how these funds
would be distributed, or even if they would be available,
are important questions needing further study.

In practice, any of the options for distributing
operating expenses described above would result in a major
redistribution of funds within LAUSD. There is wide
variation among schools in total current expenditures per
ADA. For example, for elementary schools, expenditures per
ADA in 1980-81 ranged from as little as $1030 to as much as
$3470, with a median of $1494. Because the high and low
spending schools are not evenly distributed throughout
LAUSD, it is not likely that new districts with equal
spending levels could be created.
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Each approach to setting base revenue limits has
advantages and disadvantages, and in each case there would.

be relative gainers and losers. Nevertheless, the drawbacks

do not necessarily preclude redistricting aa an

" alternative. Simple equalization would shift considerable
resources from the valley and west Los Angeles, but might -
be acceptable to these areas if the losses were. offset by
revenues from sale or lease of underutilized schools, or if
they were permitted new local taxing power for education.
setting revenue limits equal to existing spending and
equalizing over time might be feasible if sound educational
ressons for redistricting could be established and
disparities in the new limits minimized. Leveling up low
spending areas might be possible without large increases in
state spending depending on what is done with resources
used for revenue limit adjustments and categorical aid.

If the legislature decides to pursue redistricting, a
much more detailed analysis of current expenditure patterns
than could be done for this study is needed before a
decision could be made on how to set the new limits.
Simulation of the impact of using alternative boundaries
would also be important.

The distribution of assets and liabilities is another

issue that would require a great deal of investigation. The.

liabilities are actually quite small; assets, on the other
hand, are very large. While data on the current market
assets have not been compiled, it is evident that the value
of the real property held by the district depends on
location, age, and physical condition, and that these
attributes are not evenly distributed geographically.

One approach would be simply to allocate real property
to new districts based on wherever it happened to be. This
would not only make some districts wealthier than othegs,
but would also give some districts relatively high ’
concentrations of older ‘buildings needing repairs and '
having higher maintenance costs. .

Another approach, one ‘that seems to have a number of
advantages, would be to create a special district
responsible for managing all the real property. The special
district could lease facilities, maintain the property, and
manage sales and new construction. Such a special district
would also simplify retiring existing debt.

C. Conclusions

The following are the major conclusions drawn from our
analysis of the fiscal issues concerning redistricting
LAUSD:

63




64

(1) Redistricting LAUSD would hot necessarily reduce
the amount spent for LAUSD schools. Therefore
there is no guarantee that redistricting would
free resources for other school. districts in the

& state. : ' ’

" (2) There is n6 agreed upon optimal school district
size to use as a guide for assessing whether LAUSD
is simply too big to operate efficiently. ‘

(3) Redistricting would almost inevitably require sub-
" stantial redistribution of financial resources
within what is now LAUSD. This might occur
immediately or over time, depending on how the
base revenue limits were set, but eventually any
‘new districts would have to receive equal
revenue. The resulting increase in fiscal equity
could be used as an argument for redistricting.

(4) This redistribution of fihancial resources would
take resources away from schools in the San
Fernando Valley and West Los Angeles and give them
to schools in the downtown area. This might force
the areas with underutilized schools to close
small schools and thus operate more efficiently.

(5) Redistribution of real property would be diffi-
cult, but not an insurmountable problem. If it
were distributed simply according to current
location, some districts would inherit pre-
dominantly aging, overcrowded facilities with
high maintenance costs, while others would receive
newer, underutilized ones, some of which could
potentially be leased or sold to generate income.
The areas that would benefit from this method of
distributing real property are the ones that would
lose current revenues. Negotiations involving both
types of resources as a package might produce a
politically acceptable solution. Another alterna-
tive would be to create a special district to
manage real property. //

(6) Redistricting could offer substantial gains in
fiscal equity and could possibly improve effi-
ciency. It therefore deserves serious considera-

- tion. '




